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PROCEEDINGS OF THE RAILWAY RATES 

TRIBUNAL. 

MONDAY, JUNE 2nd, 1924. 

Present : 

W. B. GLODE, Esq., K.C. ( President ). 

W. A. JEPSON, Esq. 

Geo. C. LOCKET, Esq., J.P. 



SIXTH DAY. 



Tile SOLICITOR - GENERAL (Sin HENRY 
SLESSER, K.C.) and Mr. W. BOWSTEAD (in- 
structed by the Treasury Solicitor) appeared on 
behalf of the Minister of Transport. 

The LORD ADVOCATE (The Rt. Hon. H. P. 
MACMILLAN, K.C.), Mn. A. C. OLAUSON, K.C., 
Mb. BRUCE THOMAS and Mb. ALFRED TYLOR 
(instructed by the Honorary Solicitors) appeared for 
the Railway Companies’ Association. 

The Hon. R. STAFFORD CRIPPS appeared for 
the London County Council. 

Me. F. G. THOMAS, K.C., and Mr. JACQUES 
ABADY (instructed by Sir Thomas R. Ratcliffe-Ellis) 
appeared for the Mining Association of Great Britain. 

Sir DOUGLAS HOGG, K.C., M.P., and Mr. F. J. 
WROTTESLEY (instructed by Messrs. Vizard, 
Oldham, Crowder and Cash) appeared for the Traders’ 
Co-ordinating Committee; The National Association 
of Railway Travellers ; and the following local authori- 
ties : The boroughs of Leeds, Cardiff, Oldham, St. 
Helens, West Ham, East Ham, Gravesend, Richmond, 
Hartford, Southport, Watford, Leamington Spa, 
Morecambe, and Rothesay; and the Urban District 
Councils of : Mitcham, Heston and Isleworth, 

Teddington, Wallington, Surbiton, Harrow-on-the- 
Hill, Preshwicli, Epsom, Carsh'alton, Barnet, Hamp- 
ton, Bexley Heath, and Staines. 



Mr. HERBERT MORRISON appeared for the 
National Joint Council of the Trade Union Congress 
and the Labour Party; and for the London Labour 
Party. 

Mb. W. G. R. BOYS and Mr. HUGH SHAYLER 
appeared for the Civil Service Confederation. 

Mr. S. CARLILE DAVIS appeared for the 
Plymouth Incorporated Mercantile Association. 

Mr. GEO. DEW, J.P., L.C.C., appeared for the 
National Association for the Promotion of Cheap 
Transit. 

Mr. JACQUES ABADY (Instructed by Messrs. 
Kensboles & Prosser, Aberdare) appeared for the 
Cardiff Collieries, Limited. 

Mr. A. MOON appeared for the Midland Associa- 
tion of Blast Furnace Owners. 

Mr. F. C. BORER represented Messrs. Harrods 
Staff Council. 

Mr. EDWIN CLEMENTS (instructed by Messrs. 
Neish, Howell & Haldane) appeared to watch the 
proceedings on behalf of various Objectors to the 
Schedules of Standard Charges. 

Mr. J. H. WORRALL appeared for the National 
Anti-Profiteering Society. 



Mr. Albert Ernest Williams, re-called. 
Re-examined by Mr. Clauson. 



2825. 1 just want to refer to a question in the cross- 
examination of Sir Douglas Hogg, at Question No. 
2387, which was dealing with the credit for displace- 
ments allowed in the accounts, and this question was 
put to you at 2386: “ What were you referring to in 
the latter part of that answer ? What are the dis- 
placements and sales which are not shown on the face 
of the accounts and which therefore you do not bring 
in? — Adjustments made on amalgamation of the 
accounts.” Then the next question is : “ What you 

meant to say there was, you gave credit for all dis- 
placements and sales, but you did not give credit for 
adjustments made on amalgamation; is that right?” 
— and your answer was: “ No, or take debit. The 

adjustments were in both directions and they were 
entirely disregarded.” I think there is just one point 
you want to add to that. Would you deal with it? — 
Yes. I wanted to point out that my answer was not 
strictly accurate. I had overlooked one case where 
we had taken account of a transfer, and which was the 
case of the Seaport and Sefton Railway Company, 
where the Great Central .and the Great Northern 
Companies were the joint owners of the projected 
.railway. One portion — the Great Northern portion — 
of the expenditure had been charged by that Company 



to capital account in No. 8. In the case of the 
Great Central Company the amount had been charged 
as an investment in the balance sheet and we have 
given effect to a transfer and claim for the Great 
Central portion of the expenditure equally with that 
of the Great Northern Company. 

2826. With the object, I take it, of putting the 
whole of that transaction on the same footing? — 
Exactly. 

2827. Although the two companies had dealt with 
the transaction in two different manners ?— That is so. 

2828. Now if I may turn to some questions which 
were put to you at about Question 2470. You were 
being asked some questions as to £150,000 reserve in 
respect of electrical equipment of lines. I dare say 
you will recollect that? — Yes, 

2829. And at Question 2470 it was put to you in 

this way: “Having no indication as to the right 

year, you say it ought to be any year except 1913? ” 
You answer that in this way : “ No. If the charge 
eventually had fallen against revenue then I should 
be prepared to admit that a portion of it, at any rate, 
should be charged against 1913.” I think you want 
to add something to that ? — I should wish to add to 
that that if the line had been opened for electrical 
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working, and was being electrically worked in 1913, 
I should have thought any portion of the revenue 
charge should fall against that year, but as the line 
had not been opened for electrical work, in my 
opinion, no charge should fall against any year until 
it had been opened. 

2830. And, as a matter of fact, at that time the 
electrification was not in use at all, as I understand ? 
— In 1913, no. 

2831. There is just one other point. You were 

being asked as regards certain reserves at about 
Question 2496, certain appropriations to reserve, 
and this question was put to you : “ You say that 

such a reserve, properly made in 1913 and passed by 
the auditors ought not properly to be debited to the 
revenue of that year?” and your answer was: “ Not 
as a working expense of that year.” Now, with regard 
to that matter I think you want to add something? — 
I wished to make it clear that the transfers as made, 
the appropriations as made, were deemed to be made 
out of the dividend fund, out of profits available for 
for dividends, entirely. 

2832. Yes. In connection with that, if you would 
just turn to page 6 of the big London and North- 
Eastern Railway book — it has the page whei e 
these appropriations to reserve are dealt with in 
regard to which you were being examined. You 
see there — is this correct? — that the appropriation 
to reserve is made at a point subsequent to the 
point at which all income reserves and! all revenue 
reserves had been effectually brought into account; 
is not that so? — That is so. 

2833. And, accordingly, whether correctly or not, 
in fact these reserves are a mere appropriation cut 
of a fund which is the dividend fund properly divi- 
sible in dividend? — In my opinion that is so. 

2834. Mr. Locket : They were surplus to the ordi- 
nary appropriation for pensions and renewals? — 
Yes'. 

2835. Mr. Clauson : Perhaps, while you have 1 that 
book open you will please turn to page 3. There 
is just one point I want you to clear up on that. In 
Account No. 4 there is an item on the third line on 
the left-hand side, “ Widenings of, and additions 
to, existing lines”? — Quite. 

2836. And if you look lower down you will find 
just below the middle of the page, “ Land, pro- 
perty, etc., not forming part of the railway or 
stations used in connection with railway working, 
not used in connection with railway working.” In 
connection with those items I want to ask you this, 
just to get it clear as to what is in fact done. Let 
us assume the railway company in the year 1913 has 
got certain land which, for the moment, is not used 
in connection with railway working, arid that it takes 
a strip of land of that type in order to widen its 
line? — Yes. 

2837. Now, just tell me what the effect of that 
would be on this No. 4 Account for the year in which 
that is done? — For the year in which that is done 
the cost of that land as shown in “ Land not used in 
connection with railway working ” would be taken 
out from that head and transferred to the purpose 
for which the land was used — lines open for traffic 
or manufacturing and repairing works and plant, 
or to whatever purpose the land was put. 

2838. And, accordingly, it would be a question of 

taking the amount from one item and putting it 
into another? — Entirely. There would be no dis- 

turbance of the total at the end of this statement. 

2839. And that is the justification for dealing with 
aj case of that kind in the way in which you did 
deal with it, and in regard to which you were cross- 
examined ? — 'Entirely. 

2840. Now, as to the practice in regard to depre- 

ciation funds of your railway company in and before 
1913, there is just one point I want to get clear, 
about which there is, perhaps, a little ambiguity. 
According to the practice of your company, was a 
depreciation fund ever set aside as a separate fund 
in earmarked nr separate investments? No. 



2841. The depreciation account was simply an 
account opened at such-and-such a figure? — Yes. 

2842. And, accordingly, it is not quite correct to 
speak of any accumulation of interest on an account 
of that kind? — -No, not for depreciation or renewal 
in the case of the North-Eastern Company. 

2843. Mr. Jepson : May I. just clear up that 
point? You are speaking now of depreciation or- 
renewal account which is dealt with in the ordinary 
accounts before they come into the revenue acount? 
— Yes. 

2844. Supposing you are a provision company, 
and you have got a programme by which so much 
ought to be spent on renewals, and so on, and the 
amount is not spent during that year, the amount is 
still left in that account to be spent in subsequent 
years? — Yes. 

2845. And it takes the form of a depreciation fund, 
does it? — Yes. 

2846. Or renewal fund? — Quite. 

2847. As a matter of fact, that money is not ear- 
marked; it is in the bank, or it is in investments, 
or it is on deposit, or something of the kind? — Quite. 

2848. And it is earning a revenue? — Undoubtedly. 

2849. Would not the interest ' on that money, 
whether the whole amount on which interest is 
derived or a dividend if it is invested, would not the 
whole of that be carried to the net revenue account? 
—Yes. 

2850. So that, from that point of view, although 
this money may be reserve in some of the locomotive 
accounts or the permanent way account, on the 
balance it is earning an interest or a dividend which 
does go to net revenue? — Yes, that is so. 

28-51. Mr. Clauson: And it was never the practice 
of your company in any way to accumulate income, 
whether actual or not, on the depreciation fund, to 
add to the depreciation fund? — No. 

2852. Will you just turn for a moment to 
Schedule E in “ R.T. 2a ”? I am not sure that I 
quite followed exactly what Sir Douglas Hogg’s sug- 
gestions to you in cross-examination on this Schedule 
were. I do not think he was suggesting any unfair- 
ness. I hope he was not, but I am not quite clear 
about it. At any rate, I want to get this clear from 
you now. No. 2 column is headed “ Date brought 
into use ” ? — Yes. 

2853. Now, to the best of your belief, are those 
dates approximately accurate throughout the 
Schedule? — Yes. 

2854. And in one case I think instead of a date 
appearing in that column there is simply a dash at 
page 25 — “ Land and Property in London District 
available for future widening.” There, there is not 
a date but a dash ? — That is so. 

2855. And accordingly in the case of that particular 
item there is no date when that property was brought 
into use, because at the date as on which this 
Schedule is made up the property had not been 
brought into use ? — Had not been brought into the use 
for which it was purchased. 

28o6. In connection with that, it was being used 
in the sense of part of it being let out, and so on, 
and an allowance was made for that in the figure at 
which it was brought in; is not that so?— Yes. I 
answer in view of information that I have received 
from the Estate Agent of that company. 

2857. Oh, quite; you do not personally know about 
it, but the responsible officials have furnished you 
with the information, on which you deal with it in 
that u'ay? — Quite. 

President: Mr. Clauson, none of that £525 was 
really being used, I understood. I think what was 
being used was capitalised and deducted from the 
sum ? 

Mr. Clauson : That is it exactly. 

President : Then that is not being used ? 

2858. Mr. Clauson: No, that is not being used; 
and the reason why there was a dash there was 
because it was not brought into use at all? — That 
is so. 

2859. I think you hdve answered this just now. 
With the exception of that item all the other items', 
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to the best of your belief, were brought into use at 
or about the approximate dates mentioned opposite 
to them in this column? — Yes. 

2860. With the variation that you disregard broken 
portions of a half-year, as I think you explained? — 
Quite. 

2861. Now in making up this Schedule did you first 
take such works as you were aware of totalling 
£25,000?— Yes. 

2862. And then you bring them into the Schedule, 
the different par ts of them, at the dates at which the 
different parts of them are brought into use? — Yes, 
so far as possible. 

2863. And, accordingly, where one finds items the 
cost of which in the third column is less than £25,000, 
what does that mean? — That means further expendi- 
ture on a work which itself exceeded £25,000? 



2863a. As I understand it, you treat the cost of 
land used for a work as part of the expense of the 
work ? — Yes. 

2864. And so far as you can see, is there any other 
way of dealing with it? — No. The question you asked 
me with regard to the transfer in the Account No. 4 
of the permanent expenditure, is a transfer which 
is made by all companies, and allocates the land to 
those various works or purposes for which it is used, 
and it becomes inseparable from that time. 

2865. In other words, if you were using for par- 
ticular works, land which the company happened to 
have had out of use previously, unless you deal with 
it in that way you would be bringing in an inaccurate 
representation of the value and the cost of the work, 
would you not? — I should consider so. 

2866. At least, that is your view? — Yes. 



(The Witness withdrew.) 



Mr. Andrew Howie, sworn. 
Examined by Mr. Clauson. 



2867. I think you are the Assistant Accountant of 
the Southern Railway Company? — Yes. 

2868. You have been associated with Mr. Quirey, 
and the other railway accountants, in preparing the 
statements with which we have been dealing in this 
case, your responsibility being in particular in regard 
to the statement relating to the Southern Railway 
Company? — Yes. 

2869. That is R.T. 5a; and in connection with that 
there is the buff-coloured volume which contains the 
published financial accounts of the Southern Railway 
Company prepared on just the same lines as the 
corresponding volumes which the Tribunal have 
already had before them in regard to the other com- 
panies ? — Yes. 

2870. Perhaps I should take this shortly. I think 
you have been present, and have heard Mr. Quirey's 
evidence ? — Yes. 

2871. And may I take it that, generally speaking, 
without pinning yourself to a sentence or two, in 
substance you are able to corroborate his statement 
of the principles upon which the accounts in question 
have been prepared? — Yes. 

2872. And I will not take up time by taking you 
through the form of your particular account, which 
I think I am right in saying does not differ materially 
from the accounts of the others as regards the form ? 
— No, it is prepared in just the same way. 

2873. Now, just one or two little points. I think 
there was one company, was there not — the Brighton 
and Dyke Railway — about which we should perhaps 
have a word, because it was in rather a special 
position, was it not?— The Brighton and Dyke Com- 
pany did not publish accounts in the year 1913, 
but we obtained information from the Ministry of 
Transport and the Brighton Company, who worked 
that line, and we have cast an account for them, and 
brought it in, showing their receipts and expendi- 
ture, which they would have published had they pub- 
lished an account. 

2874. As a matter of fact, it is a very small matter; 
it is just a few hundreds of pounds?— Just about 
£700. 

2875. I think they are in the hands of a Receiver, 
It is a very small matter. I just wanted to get a 
statement about it on the note; that is all. I think 
there are one or two special items about which per- 
haps you should tell the Tribunal. There was a sum 
of £6,510, a dividend on an investment of the London 
and South Western Company in the Plymouth, 
Devonport and South Western Junction Railway Com- 
pany ? — Yes. 

2876. Will you just tell the Tribunal how you have 
dealt with that? — That investment of the South 
Western Company was cancelled as a result of the 
amalgamation, because the Plymouth and Devonport 
was on© of the subsidiary companies, and we have 
deducted the interest received in 1913 from that in- 
vestment. We have deducted that sum of £5,610 
from the net revenue. 



2877. So that in that respect there is an adjustment 
of the published accounts as regards that item ? — 
Yes, reducing the revenue of 1913. 

2878. I think that is shown, is not it, on folio 2? 

■ — On folio 2, yes. 

2879. Now, the other matter again shown o.i 
folio 2, just below, as regards the Post Office mails 
contract. Would you just tell the Tribunal how that 
matter arose, and how you have dealt with it ? It is 
the last item on folio 2 or “ R.T. 5a ” ?— In 1904 the 
Postmaster-General began to pay us — that is, the 
South Eastern and Chatham — £65,000 a year for the 
conveyance of inland mails. That contract was fixed 
for a period of five years, but it went on until 1912. 
In .June, 1912, our General Manager, Sir Francis 
Dent, gave notice to the Postmaster-General that he 
was not satisfied with £65,000 a year, and that he 
wished to have an increased sum as from the 1st 
January, 1913, because we were carrying a very 
largely increased mail. The Postmaster-General and 
the South Eastern and Chatham Railway negotiated, 
■but it was not until June, 1914, that they finally 
agreed to pay us an increase of £20,000 a year, and 
that increase of £20,000 a year they agreed to pay as 
from the 1st January, 1913, and they actually paid 
that sum in June, 1914. 

2880. And you have adjusted the account so as to 
put it in the same position as if they had, in fact, 
paid that £20,000 in the year 19.13?— Had paid it, 
or had admitted it, in which case we should have 
carried that in as a charge against them and a credit 
to revenue. 

2881. Quite. Just tell me this: During the 

Government control period did the Board of Trade 
accept what I may call the recasting of the 1913 
account by putting that into the 1913 account? — 
Yes. We claimed to have our revenue as published 
increased by £20,000, and they allowed us to do that ; 
they recognised the justice of our claim, and they 
allowed us to do that by allowing us to keep £20,000 
a year instead of bringing it into account and 
crediting the sum to the Government. 

2882. It had just the same effect as if the revenue 
for 1913 was taken as having that £20,000 paid into 
it? — Yes. It is exactly the same as the 4 per cent, 
increase in effect. 

2883. I need not trouble you about the adjustments 
necessary to bring in the published accounts non- 
working companies. Wo have heard all about that, 
and' I do not think any question arises upon it. 
There is just one point, I think, you wanted to 
mention. Turning to Schedule B, column 7, perhaps 
you would like to give an explanation of the item of 
£41,000 as to which an asterisk is attached, and to 
which there is a foot-note. Will you just explain 
why it was necessary to deal with that item in that 
way? — In the South Eastern Railway Company’s 
accounts for 1913 a sum of £54,158 shown as rent, 
charges and annuities, that included £41,000 which 
was payable to the holders of a stock known as the 
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Reading annuities; therefore, the £41,000 was really 
a payment of dividend, and we have so treated it in 
this schedule. 

2884. There is a small item of £671 relating to the 
Mid Kent Railway Company, but I will not trouble 
you to repeat it. That is a very small item. I think 
Mr. Quirey mentioned it, and I will not trouble you 
to repeat the explanation? — It is exactly the same as 
the £5,610. 

2885. Exactly. I think you wish to mention an 
item of £92,021, which is shown in the capital expen- 
diture account of the London and South Western 
Railway Company in the year 1922, and why the 
mattei' has not been brought into Schedule D. 

Sir Douglas Hogg : Where do we find it ? 

2886. Mr. Clauson : Will you just give the reference 
to it? — In the London and South Western Railway 
Published Accounts for 1922. 

2887. We shall not find it in this book, I think? — 
No. 

2888. The point is this, is it not, that that item 

for a reason which you will give, was ignored in 
preparing the capital expenditure statement. Is not 
that so? — Yes. In making up the net capital ex- 
penditure since 1913 we found a credit in the South 
Western account for 1022 of £92,020 15s. 

2889. Wo will call that £92,021 ?— Yes. That repre- 
sented a transfer from capital expenditure, and 
therefore a credit to capital expenditure and a debit 
to investments of several investments which the 
South Western Company had in connection with their 
business at Southampton Docks. These investments 
were held in 1913, and this transfer was simply a 
book-keeping entry which did not affect the assets 
in any way. We therefore regarded it as a sum not 
to be brought into account in diminution of our 
capital expenditure since 1913. 

2890. On the footing that it related to a purely 
pre-19.13 transaction, and its .appearance in the books 
in the year 1922 was a mere matter of book-keeping 
and represented no real transaction at all? — No 
transaction. 

President : Were they investments, do you say, in 
Southampton Dock, or something connected with 
Southampton Dock? 

Cross-examined by the 

2902. I want to ask you a question or two about 
this £20,000 for the mail contract. As I understand, 
the position was this : By agreement with the Post 
Office some time in 1915 it was agreed that you 
should have £20,000 more as from the 1st of January, 
1913?— Yes. - 

2903. And that then by further agreement the 
£20,000 was eliminated from the 1914 revenue for the 
purpose of compensation ? — Yes. 

Cross-examined by Si 

2008.'! have only a few questions that I want to 
ask you. First of all, I would like you to tell me this : 
Since 1913 has the Southern Railway, or any of its 
constituent companies raised any now capital? — Acs, 

2909. .About how much? — The proceeds of the new 
capital raised are £2,959,520. 

2910. And was that raised 'by the amalgamated 
company, or by various constituent companies? — The 
constituent companies. 

2911. Unfortunately, before the amalgamation, some 
of the constituent companies bad not been doing too 
well, had they — the South Eastern and the London, 
Chatham and Dover? — The South Eastern was doing 
pretty well. 

2912. The London, Chatham and Dover? — As usual. 

2913. We know what that means, but, in order to 
get it on. the Note, it unfortunately had not been 
a remunerative enterprise? — Not on their ordinary 
stock. 

2914. Probably its expenses in raising capital would 
be greater than that in some other companies? — Yes. 



2891. Mr. Clauson (to the Witness) : I think you 
said Southampton Docks undertaking, did you not? 
— It was principally the cold storage company. 

2892. President : They had invested in the cold 
storage company ? — Yes, they had statutory authority 
to do that. 

2893. And they invested this amount in it? — Yes, 
and Southampton Harbour. 

2894. Mr. Clauson: That was pre-1913? — Yes. It 
existed many years before 1913. 

2895. Mr. -J epson : Do I understand it quite 

correctly ? This £92,000 was invested long before 19)13 
in these undertakings, and so long as the money was 
shown as an investment in those undertakings it 
was revenue producing and the interest was brought 
into the credit of the net revenue account? — That 
is so. 

2896. But from the time in 1922 you say, as a 
matter of book-keeping, it was transferred to capital 
account and taken out of the investments, and from 
that time, I suppose, it was no longer treated as an 
investment which was earning interest or getting a 
dividend which was credited to net revenue? — No, 
that does not represent the facts. When the South 
Western Company spent this money they charged it 
to capital expenditure under the head of “ 'Subscrip- 
tions to 'Other Companies,” Table 4a, and the 
revenue from those investments went to the credit 
of net income. They have now taken it out of 
capital expenditure, the capital sum, and transferred 
it to investments. 

2897. I see? — The interest still comes into the 
revenue account in the same way. 

2898. iSo that the only difference is that it is taken 
out of the capital account; that is, the £92,000 is 
treated as a credit to capital account in 1922, and 
in the ordinary way when you are getting out your 
capital expenditure for the years 1913 onwards you 
ought to have brought that £92,000 as the credit to 
your capital in 1922? — Yes. 

2899. But, for the reasons explained, you have not 
done it? — Yes. 

2900. Mr. Locket : It still appears in the assets of 
the company? — Yes. 

2901. Only under a different heading?- — Exactly. 

) Solicitor-General. 

2904. And in comparison with the 1913 figures? — 
Yes. 

2905. And that continued, did it not, throughout 
the period of control, every year? — Yes. 

2906. In order to get the figures adjusted to 1913 
there was an elimination of that 'amount? — Yes. 

3907. It was treated as if the £20,000 had been 
paid from the 1st of January, 1913? — -That was the 
effect. 

r Douglas Hogg, 

2915. Can you tell me who it was who raised the 
£2,959,520? — The London and South Western Rail- 
way Company. 

2916. How much did they raise? — About £1,300,000. 

2917. What did they raise it by; Ordinary Shares, or 
Preference Shares, or Debentures, or what? — Pre- 
ference and Ordinary. 

2918. And when? — In 1917, they raised £11. 

2919. We will not worry about that?— In 1913 they 
raised some 3-J- per cent. Preference. 

2960. What did they issue it at? — Some at 86 and 
some at 80 J. 

2061. 3-1 per cent, stock issued at either 80 or 86, 
so that the yield would be well under 5 per cent. ? — 
About 4'2. 

2922. Did any other company issue any stock ? — The 
South Western issued a million pounds’ worth of stock 
in 1914. 

2923. What was that? — That was a 5 per cent, 
stock issued at 97J. 

2924. So that that was a shade over 5 per cent?— 
5' 12. The London Brighton — — 
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2926. It looks, therefore, as if the London and 
South Western was raising the money on an average 
of somewhere .about 4§ per cent., taking the whole 
thing together? — No, because they raised some ordi- 
nary in 1916. 

2926. You had not given me that? — No. 

2927. What did they issue the ordinary at? — 95, 
and the yield there 6'4. 

2928. And how much of that did they issue? — In 
1916 they issued £3,000, but in 1913 they issued 
£ 100 , 000 . 

2929. We need not trouble about the £3,000. 

'2930. Mr. Jepson : Was that the £100,000 3^ per 

cent, preference you spoke of, or was that £100,000 
in addition to the 3J per cent, preference? — The 34 
per cent, preference was £180,000 all told. 

2931. And was the £100,000 of ordinary issued in 

1913 as well? — Yes. 

2932. Sir Douglas Bogg : W T hat was that issued 
at?— 112. 

2933. What would that bring in? — 5'35. 

'2034. Is it right that the 'bulk of the issue — of 
course it is a little difficult to follow the figures when 
you are reading them out — but- the bulk of the South 
Western issue was this issue of preference stock at 
80 and 86? — The bulk of the issue was -5 per cent, re- 
deemable preference, in 1914; that was £1,000,000. 

293-5. And that was -at? — 974, and the return is 
5-13. 

2936. That is about- half of the total that you gave 
us? — Much more than half. 

2937. You were going to give me another company 
which issued some capital; the London Brighton, I 
think you said? — The London Brighton is negligible; 
it is only a few hundreds. 

2938. I only want the big figures?: — The South 
Eastern — you only want the large issues? 

2039. Yes, that is all? — In 1913 they issued some 
3 per cent, preference. 

2940. At? — At Par; but that was not an issue. I 
remember now we took over a company and held that 
invested in it. 

2941. Is that part of the £2,959,620 which you have 
shown here as capital raised? — Yes. 

2942. How much of 'it does it make? — £289,000. In 

1914 the South Eastern issued £500,000 5 per cent, 
preference at Par, and in 1916 £174,000 redeemable 
preference 5 per cent, at 98. 

2943. Just a shade under Par; just a shade over 
5 per cent. ?' — That is all the large issues of prefer- 
ence and ordinary. 

2944. We still seem to he about a million short? — 
Then there is the debenture. 

2945. What were the debenture issues? — It is very 
complicated, but shall I take the large sums? 

2946. Yes? — The London and South Western in 
1913 issued £100,000 of 3 per cent, debentures at 74; 
that is, a yield of 4'05. In 1914 the London, Chatham 
and Dover Railway issued £350,000 of 4 per cent, 
stock at 90, yield 4’44. There is nothing of any 
moment beyond that. 

2947. Have you looked at all to see what the 
borrowing powers of the Southern Railway are at 
present? I only want it in round figures? — 
£2,500,000. 

2948. I have been given some figures, which you can 
check, as to how the issue of stock stands at present. 
Would it be right that it has issued £52,247,000 of 
ordinary; £54,384,000 of preference and £38,801,000 
debentures? — Those figures are approximately 
correct. 

2049. If that be right, and if it he right, as I 
understand, that what railways aim at is to have a 
third of their capital in the form .of debentures; 
a third in the form of preference, and a third 
in the form of ordinary, it would seem that the 
Southern ought to issue £14,000,000 of debentures 
before it issues any more preference o r ordinary? — 
That would be. so; hut the practice of companies has 
been to have one-quarter of its capital in debentures. 



2950. I understood we were told in the evidence 
that we heard last week that the right proportion was 
one-third each of ordinary, preference and 
debentures? — Might I refer to the Southern Railway 
Company’s account for 1923? 

2951. By all means? — If you take account No. Ia, 
on page 3, in the left-hand column you will see : 
“ Southern Railway Act, 1923: Shares and stock 
authorised, £2,000,000; debentures £666,000. That is 
one-third of the shares and stock, or one-quarter of 
the total; and that is our last authority. 

2952. I see if we look just a little above, the shares 
and stock were £8,000 and the loans and debentures 
were £2,000,000? — That was a balance of authorities. 

2953. So that it would seem to be a little misleading 
only to take one year like that, would it not ? — What 
you are referring to was clearing up the old railways 
— taking over their authorities. 

2954. If we look at the one 'immediately above', we 
see that the debentures were £1,500,000 and the 
shares and stock under £1,300,000. That does not 
seem to help us very much. What I was putting 
to you was that we were told last week that the 
right proportion at which railways aimed — you can 
contradict it if it is wrong, but I understood from 
the other railway accountants that the right propor- 
tion to he aimed at was one-third each ordinary, 
preference and debentures ? — I can only say that that 
would be a departure from the old practice. 

2955. You regard the proportion as being one- 
quarter? — Yes. 

2956. At any rate, if one-third each should apply, 

it is obvious that you can issue £14,000,000 of de- 
bentures before you would have to issue any more 
shares ? — Our available borrowing powers are 

£2,500,000. ■ 

2957. Of course, you have to go to Parliament for 
powers? That is not an unusual experience for 
railway companies. There is another question I 
wish to ask you on this same table on which there 
is the £2,959,000. You show in that table an in- 
crease in free reserves, including the Government 
compensation, of £2,186,207. Can you tell me how 
much of that £2,186,000 is Government compensa- 
tion ? — £1,250,000. 

2958. And £900,000 is free reserves? — Yes. 

2959. Can you tell me when the big increase in 
the free reserves take place ? As I understood it, 
during the earlier years the Government merely paid 
you sufficient to keep up your distributions on the 
1913 basis. I want to know when the £900,000 was 
accumulated.. Was it spread evenly over the eight 
years, or did it mostly come at the beginning or at 
the end of it? This again is roughly? — I could not 
say exactly, but I should say it was spread fairly 
equally 

2960. Over the eight years? — Yes, I should think 
so. 

2961. That would mean a little over £100,000 a 
year. Now just tell me — because your accounts do 
not show it — when it was that you spent this in- 
creased capital which you are claiming for under 
Schedule D. Was that spread over the years, or 
when was the big amount spent? There is no date 
given, so that it is a little difficult to follow?— That 
was spent throughout the period. 

2962. Let us take one or two of the big items-. It 
begins on page 5. The first big one is £411, 000- 
electrical working, extension to Coulsdon, etc. 
When was that? — That lias been going on through- 
out the control period. 

2963., Pretty evenly over the eight years? Did 
you do it during the war? — Yes, it was going on 
during the war. 

2964. Then let us take the next one : Feltham 

sidings; when was that? — That was going on during 
the war. 

2965. Then Waterloo Station — enlargement, 
£283,000 ? — That, of course, has been going oil 
throughout the war. But that figure is expenditure 
since 1913, upon which the Government has not paid 
interest, 
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2966. Does that mean that the bulk of it was in 
1913? — I could not say. 

2967. I will tell you the reason I ask you, so that 
you may deal with it. You see, you are claiming 
here that you were able to use your free reserves in 
order to meet this capital expenditure, and therefore 
that you ought to be treated as having provided it 
out of free reserves; now, if I take these three, 
which are the three biggest items, if the expenditure 
was going on in 1913, or evenly during the war, the 
bulk of your reserves did not come into your pos- 
session until after August, 1921. You have told us 
that of that £2,186,000, £1,260,000 is Government 
compensation, which was not received till after 
August, 1921. That is right, is it not? — Yes. 

2868. And that the balance of £900,000 you were 
piling up at the rate of about £120,000 a year, 
according to your figure. Do you follow that?— 
Yes ; but I cannot say that that is so, of course. 

2969. That is what you gave me as approximately 
correct P — Yes. 

2970. At any rate, more than half of the free 
reserves came in after the Government control ceased 
under the arrangement? — Yes. 

Mr. J epson : You mean the increase in free re- 

serves. I do not know that he has told us what was 
the amount of the free reserves which existed in 
1913 ; but I notice in this statement it is an increase 
in free reserves. 

2971. Sir Douglas Hogg : Obviously the reserves 

existing in 1913 I do: not think even the railway 
companies suggest could be treated as capital expen- 
diture, because they were already invested at that 
time. The only point I was on is that obviously on 
these figures money which they claim to have used 
under 68 (1) (6) in fact was not in their possession at 
the time of its usage. (To the Witness) : That appears 
does it not? I am suggesting that they did not spend 
it, but you appreciate that the money was not avail- 
able out of this fund at that time because the fund 
did not exist at the time the expenditure took place. 
You follow, do you not? — I follow. 

2972. That is so; there is nothing wrong about it. 
You have told us that no particular expenditure was 
earmarked against any particular item in the 
accounts? — That is so. 

2973. All you purported to do was to ascertain 

what was the increase in free reserves between 1913 
and 1922, and then you said: “There is enough 

there to meet the capital expenditure made during 
that time ”? — That is so. 

2974. And therefore you must treat the capital 
expenditure as having been made out of that money ? 
—Yes. 

2976. The point I am putting to you is that in fact 
that money was not there at the time the expenditure 
was made? — Not all of it. 

2976. I only wanted to get the facts. There is an- 
other question I want to ask you dealing with your 
railway. I am told, and you will again correct me if 
I am wrong, that there was in existence an extension 
from Victoria to Ludgate Hill. I think it connected 
up the Metropolitan — it is called the Metropolitan 
Extension, I believe — with what is now tho Southern 
Railway. That is so, is it not? — I believe so. 

2977. Let us be sure that we agree about it. You 
understand the particular bit of railway to which I 
am referring? — From Victoria to Ludgate Hill? 

2978. Yes. Is that right? I think it is called the 
Metropolitan Extension Railway? — Yes. 

2979. You know what I mean? — Yes. 

2980. I am right, am I not? It was from Victoria 
to Ludgate Hill, was it not? — Yes, I think so. I 
think it is called the Metropolitan. Extension. 

2981. That was worked in 1913, was it not? — Yes. 

2982. And it is not worked now, is it?— TWe do not 
run through to Moorgate Street. 

2983. The railway which you worked in 1913, and 
which was then known as the Metropolitan Ex- 
tension, is not now used, is it, and has not been used 
for some years post? — I do not know of that. 



2984. The point I am putting to you is : Have you 
made any allowance in your accounts for the fact — 
if it be a fact — that in 1913 this railway was bring- 
ing in receipts and that in 1923 it was not being 
worked and so brought in nothing? — We have made 
no such allowance. 

2985. Dn© other little point about your own 
accounts. I am still sticking to my principle of only 
taking samples. Let us look at page 7 of the accounts 
— Schedule “ E.” I see on page 7, the third item 
down, a considerable expenditure in 1900 for South- 
ampton Docks — £369,000. Was that the year when the 
docks were brought into operation?- — It was the year 
when the work was brought into operation. 

2986. Will you turn on to the last item but one on 
the next page? I see: Southampton; now 16-ncre 
dock, £758,448. Was that again the year when that 
was brought into operation? — Yes. 

2987. Why was it that you had to spend £760,000 
in 1911 on this new dock? — The South Western Rail- 
way bought Southampton Docks and they were com- 
paratively small. Theyr have ever since been extending 
them. 

2988. May I take it that the reason you spent 
£750,000 on this new dock in 1911 was because you 
found the docks which you had bought or made — I 
do not know which it was — in 1900, were inadequate 
for the traffic which you had available? — Yes. 

2989. I see that this 1900 dock is put into your 
Schedule “ E ” as not having fully fructified by 1913 
although already by 1911 it was so fully occupied that 
you had to build another? — I do not think that would 
be stating the position exactly. 

President : One was a graving dock and the other 
was a mere water dock. 

2990. Sir Douglas Hogg-. Is that right? — One is a 
graving dock and the other is a new 16-acre dock 
for future traffic passing. 

2991 . Do you say that by 1911 the graving dock 
was not in full use? — We do not say so specifically. 
We say that it falls within the formula. 

2992. That is what I thought. That is another 
illustration of what a dangerous thing the formula 
is. There is one other point about your accounts; 
you can tell me about it; I do not know. Before 1913 
the suburban system of some of the Southern Railway 
— I think the Brighton Line — had largely been 
electrified, had it not? — Yes. The Brighton was 
electrified about 1911. 

2993. Was tbat because the Brighton Lin© found 
that its suburban traffic had almost disappeared owing 
to the competition of the trams and omnibuses? — I 
think the competition of the trams and omnibuses had 
injured the traffic. 

2994. So that the electrification of the railway was 
not to increase the value of the undertaking, but to 
prevent its further depreciation, or rather to restore it 
to where it was before? — No; I could not agree with 
that. 

2995. Could you not? — Electrification brings 
increased traffic. 

2996. It brings back the traffic which was leaving? 
— It does that certainly; hut it does not stop there. 

2997. That would depend upon the extent to which 
it succeeded ? — Precisely. 

2998. No doubt we can give, figures if necessary 
about that. At any rate, you have brought it in. 
What provision were your railways making for 
depreciation in 1913? Take the London, Chatham 
and Dover, for instance. How did it provide for 
depreciation? Would it he writing off so much cal- 
culated on a certain length of life, or what would it 
be? — In 1913 the London, Chatham and Dover Rail- 
way, of course, was being worked by the South 
Eastern and Chatham Managing Committee. 

2099. What provision was made for depreciation 
by that committee then? — There was no actual pro- 
vision in that year. 

3000. None? — That is so. 

3001. I suppose to-day ample provision is being 
made for depreciation and renewal funds, and so on, 
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in order to put the accounts on an eminently satis- 
factory footing? — We are doing that. 

3002. So that if you take the year 1913 as a basis 
and then compare it. let us say, with 1924, you would 
be comparing accounts which were made out on quite 
a different basis, because in 1913 you were not 
providing depreciation, and in 1924 you are? — -That 
would not follow. 

3003. It is so surely. At any rate, it very likely 
might follow; will you agree with me as far as that? — 
I would rather say that in 1913 the South Eastern 
and Chatham considered that' the actua 1 expenditure 
they had made on renewals was sufficient without 
providing anything. 

3004. I suppose they still make expenditure for 
renewals, do they not, even now? — In 1913 we had 
very little expenditure. 

3005. In 1922? — In 1922 we probably had more. 

3006. You have a big expenditure one year and you 
have less the next, I suppose. In addition to those 
expenditures in 1922 and 1923, you also set aside a 
sum for depreciation? — Yes. 

3007. A very substantial sum? — A fairly adequate 
sum. 

3008. As I say, I am not going into particulars. 
In 1913 you set aside nothing. Just tell me how 
much did the South Eastern and Chatham line spend 
on renewals in 1913 as compared with what was spent 
on the same lines in 1922 or 1923? — Are you taking 
the South Eastern and Chatham? 

3009. Yes? — Take Abstract A on page 59 in 1913: 
Renewal of running lines £100,000. In 1922 that 
was £211,000, which is less, if you take the increased 
cost, than the £100,000. 

3010. But it is more than double actually'? — Yes. 

3011. It is more than 100 per cent, up? — Yes; but 
you could not do the amount of work for £211,000 in 
1922 that we did in 1913 for £100,000. 

3012. Of course, you know about these figures, and 
I do not. I see the bulk of the expenditure in renewal 
of running lines is in materials rather than wages — 
£82,000 out of £100,000?— Yes. 

3013. Do you say that materials have gone up more 
than 100 per cent. ? — In 1922, yes. 

3014. What was the percentage? — I .cannot recol- 
lect. 

3015. I realise that, railways being a sheltered 
industry, wages are up disproportionately' to other 
particulars; but when it comes to materials, you are 
buying in the open markets? — Yes. But we have 
stocks and we charge out at cost. The stocks were 
bought perhaps when prices were higher. 

3016. Mr. J epson : These are South Eastern and 
Chatham figures, are they not? — Yes. 

3017. Is it the Chatham section or the South 
Eastern and Chatham both together? — Both. 

3018. Have not you got the same figures for 1922? 
—Yes. 

3019. Can you give us the materials? — £178,000. 

3020. £178,000, as against £81,000?— Yes. 

3021. Sir Douglas Hogg : The total, I see, under 
Abstract A, which is Ways and Works, is £510,058; 
and the total of Abstract B, which is locomotives and 
rolling stock, is £191,000 for locomotives, £192,000 
for carriages, and £75,000 for wagons — about 
£450, 000. What does that compare with in 1922? — 
Locomotives £419,000, carriages £299,000 and wagons 
£190,000. 

3022. That is about £900,000?— Yes. 

3023. You are giving us in each case the South 
Eastern and Chatham Managing Committee figure? 
— Yes. 

302-1. Again they spent more than double in 1922. 
In addition to that expenditure in 1922, what did 
they set aside for depreciation? — Nothing. 

3025. I thought you said they did in 1922?— Not 
in addition to that expenditure. That is the total 
expenditure brought in against receipts. 



3026. I thought there was a sum for depreciation 
allowed in 1922 and 1923. Perhaps we are at cross 
purposes. I understood you to say 7 that besides 
spending money on renewals they were also setting 
aside each year a depreciation fund. Is the deprecia- 
tion fund part of the figure you gave? — Yes. 

3027. What part?— In 1922, under Abstract A, 

£42,000; Abstract B £16,000 and £1S,000 for wagons. 

3028. That is £34, ,000? — £34,000 for rolling stock. 

Sir Douglas Hogg : That would be £SO,000 for 
depreciation on A and B. 

3029. Mr. Locket : Do you say that that £80,000 
is in addition to what has been spent on renewals 
or is included in what has been spent on renewals? — 

It is included in the total of the Abstracts. 

3030. Sir Douglas Hogg ■ What do you take as the » 

life of a locomotive? I again am only taking these 

as samples? — There are various estimates; perhaps 
33 years. 

3031. And tenders the same, or would it be longer 
in their case? — You would take locomotives, as a 
whole, including the tenders. 

o032. I see, for instance in 1913, steam locomotives 
appear on page 66. The South Eastern and Chatham 
seems to have had 719 locomotives, so that they ought 
to be renewing, in order to keep up their stock, some • 
thing like 22 per annum on your 33-year basis, 
ought they not? — Yes. 

3033. Just let us see how many they did renew — 
of course, that is apart from repairs. Is page 68 the 
right place to look? The only figure I can find is 5? 

—Yes. 

3034. Then it would look as if, in 1913, for instance, 
they were not renewing their due proportion. Five 
on 719 would mean a life of 140 years, and even a 
London and Chatham locomotive would hardly run as 
long as that, would it? — No. 

3035. If we take the 1913 figures blind, we might 
arrive at some very odd and inequitable results? — I 
would not agree. 

3036. It might be so, and these figures, as far as 
they go, seem to indicate the reason of it. Of course, 
you are an accountant, and I agree that you do not 
profess to know the conditions under which loco- 
motives are kept up on all these different lines? — ■ 

Quite so. 

3037. Where were you in 1913? — With the South 

Eastern and Chatham. t 

Mr. J epson : You notice in the same accounts, Sir 
Douglas — I do not know- whether you wish to ask any 
questions about it — that there were 351 locomotives 
subject to heavy repairs in that year, when there * 

nvere only five renewed. 

3038. Sir, Douglas Ilogg : That would seem to show 
that this attempt to run them for 140 years involved 
a very great expenditure on repairs. (To the 
Witness) : You agree with me that the renewal, of 
course, is apart from repairs; but when you take a 
life of 33 years you are assuming that the locomotive 
is repaired from time to time. During that time 
does it have a cycle at which it goes up for a 
thorough overhaul after so many years? — As a rule. 

3039. That would be what you call a heavy repair? 

—Yes. 

304,0. And that life repairs are things that crop up 
from time to time when things go wrong? — Yes. 

3041. So that you have a life repair when some- 
thing goes, wrong, and you have a heavy repair at a, 
certain interval, and at the end of 33 years the 
unfortunate locomotive goes on to the scrap heap? — 

Not necessarily. 

3042. When you said a 33-year life, that is what 
you mean, is it not? — Yes; but, of course, I am not 
an engineer. 

Sir Douglas Hogg : I do not want to press you 
unduly; 1 appreciate you are not an engineer. I do 
not think I need ask you anything else. 
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Cross-examined by Mr. F. G. Thomas. 



3043. There is one matter I should like to refer to 
upon account No. 18 — the balance sheet for last year. 
If you look at the asset side of your balance sheet 
you will see set out there first the debit to capital 
account £4,292,000. Then there is your cash at the 
bank, which is over £6,000,000; then there is invest- 
ments in Government securities, over £8,000,000, and 
investments in stocks and shares, £1,343,000. Then 
there is an item : Investment on account of super- 
annuation and other provident funds, £100,000. 
May we take it that, apart from that £100,000, none 
of these investments are specifically allocated to any 
particular fund ? — That is so. 

3044. And those various items of assets that I have 
enumerated -are the form in which the reserves and 
funds which are set out on the liability side are 



represented at the 31st December of last year ? — Yes. 
The entries on the right-hand side, of course, balance 
those on the left. 

3045. You have already given us the figure of the 
increase in free reserves, and 1 will not go over that 
again. Might I assume that that increase is repre- 
sented by general reserve and the reserve for con- 
tingencies, and also possibly to some extent by the 
balance of dividend account? Would that be in it 
too? — Yes; that is in it. 

3046. And would any part of it be in your figure 
of miscellaneous accounts ? — Yes. 

3047. Could you tell me how much of that figure 
of miscellaneous accounts in 1923 is really a reserve 
figure?— About £229,000. 



Cross-examined by Mr. Morrison. 



3048. Has your company borrowed money under the 
Trade Facilities Act at all? — No. 

3049. I understood from Mr. Quirey that the 
Southern had done so? — We have powers. 

3050. The accounts of your company are signed by 
the Chairman and Secretary, are they not? — Yes — 
for the Board. 

3051. And they are in the end responsible? — Yes. 

3052. You do not know whether the Chairman is 
coming to the Tribunal to give evidence, do you? — I 
have not heard of it. 

3053. The officials are doing that for the company ? 
—Yes. 

3054. Could you say whether any interest is 
guaranteed under the Trade Facilities Act as far as 
your company is concerned? — -Guaranteed by whom? 

3055. By the State under the Trade Facilities Act? 
— If the company avails itself of the money, the issue 
will carry a State guarantee. 

3056. But so far you have not had the advantage 
of the Trade Facilities Act at all in any way'? — That 
is so. 

3057. Have you taken a note of the provisions of 
Section 58 (1) (c) of the Act of 1921? — Yes. 

3058. You will be aware, therefore, that it is pro- 
vided that the Tribunal may make such allowance as 
appears to be reasonable in respect of certain ex- 
penditure which is not included in paragraph (a), 
but which enhances the value of the undertaking? In 
your opinion every one of the items appearing in 
Schedule “ E ” of the document put in by the 
Southern Company enhances the value of the under- 
taking? — In my opinion, yes. 

3059. Including the refreshment room extension at 
Victoria Station ? — Yes. 

3060. Even if you lose money over the refreshment 
room extension you would claim that it is an ad- 
vantage to the general undertaking? — But we do not 
lose money'. 

3061. You do not; you make money; they are profit- 
able, are they? — Yes. 

3062. President: Is it leased to Messrs. Lyons? — 
It was leased to Messrs Lyons; it is now Spiers and 
Pond. 

3063. Mr. Morrison : So that the refreshment 

rooms -at Victoria Station are remunerative to the 
undertaking? — Yes . 

3064. Can you tell me in view of that why it is 
that on folio 11 you charge: “Victoria Station — 
refreshment- rooms, £80,000.” They' were brought 
into use, according to the return, in 1909 and were 
not, according to the statement made, remunerative 
in. 1913? — Not fully remunerative. 

3065. Although you had never lost money on the 
refreshment room at Victoria Station?— The business 
constantly increased. 

3066. And that is, indeed, why you made the ex- 
tension? — We made the extension because the 
accommodation was required by our customers. 

3067. They were so fully in use at the time the 
company' deckled upon the extension that you could 
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not handle the pressure upon the rooms? — They were 
not up to date. 

3068. And therefore you found it necessary to ex- 
tend. Could you tell the Tribunal what actuated you 
in putting these items in as items of capital expendi- 
ture which were not fully remunerative at 1913 ? — 
The general prin ciple ? 

3069. Yes ; the general principle upon which you 
included items in Schedule “ E ” as being items of 
capital expenditure which were not fully remuner-a.- 
tive at tlie beginning -cf 1913. I mean, you were 
drawing up a schedule in pursuance of the Statute, 
and I am asking you to tell the Tribunal on what 
principle y'ou acted in including these capital items 
in Schedule “ E ”? — -We looked at each, work, and we 
put the work into the Schedule -or left it out 
according to the best opinion we could arrive at as 
to whether it was a work which was fully remunera- 
tive at once or whether it was a work which gradually 
became more remunerative. 

3070. So that you considered each item on its merits 
as to whether or not a-t the beginning of 1913 it was 
fully remunerative or not? — Yes. 

3071. Each sepatratje item that appears in -the 
Schedule was considered on its merits? — Yes. 

3072. Therefore you did not take a rough general- 
isation as to when the works came into use; you did 
not say, for example, because a work was put into 
use 15 years before 1913, that therefore it was not 
fully remunerative at 1913? — The effect is really a 
classification. iWe omit such items as rolling stock, 
which comes into full use at once; steam boats, which 
come into full use at once, and rents of property 
which is let for its full rental at once. Such items 
are excluded. 

3070. But take the case of the refreshment rooms 
to which I have referred. They come into full use at 
once, surely, so far as use is concerned? — No-; they 
have to become known. They did become known, and 
as they became known the business increased. 

3074. But surely the general principle on which the 
Board acts and sanctions extensions is that the pres- 
sure upon the existing rooms is so great that they 
need an extension? — This was an entirely ne.v 
departure at Vctoria. 

3075. Take the question of widening. On folio 9 
there is the South Croydon to Earlswood widening. 
Later on, on the same page, there is the Victoria 
widening, in three places; and later on there is a 
widening at -Charing Cross. AVhy did the company 
engage in those widenings? — Because the pressure 
of the traffic was too great for the existing facilities. 

3076. You were handling more traffic than could 
conveniently be handled on the existing line? — Yes; 
we could not keep time. 

3077. So that really you were getting more out of 
the existing lines than you ought to have done from 
a management point of view, or than you conveniently 
could do consistent with the expeditious handling of 
the traffic? — I did not quite follow that. 
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3078. Prior to the widening yon were handling on 
the then existing lines more traffic than you con- 
veniently and expeditiously could, and that is why 
the company sanctioned the widening of the lines? — 
Yes; there was congestion. 

3079. So that the widening of the line was not made 
for the purpose of inducing additional traffic, but for 
handling traffic which you had already got? — Both. 

3080. If the widening was needed in order to handle 
the traffic 'because of the congestion do you still say 
that that widening would not -become almost immedi- 
ately remunerative? — I do say so. 

3081. Even in the case of the South Croydon to 
Earlswood widening which was done in 1899 and 
the Victoria Station widening which was done in 
1906 and 1907 you would -say that, although those 
widenings were badly needed because of congestion, 
they did not become immediately remunerative, and 
were not remunerative at 1913? — Yes. 

3082. Take the Bognor station enlargement. Pre- 
sumably that has something to do with the growing 
popularity o-f Bognor as -a seaside resort? — Yes. 

3083. And you found that you could not handle 
the increase in traffic consequent upon the increasing 
popularity of Bognor with the existing station ? — We 
thought that it would be to the advantage of the 
undertaking to have a better station at Bognor. 

3084. It was not a speculative move on your part ; 
it was a move which was made to meet the needs 
of the traffic? — Yes. 

3086. You followed the growing traffic and erected 
a station with the view of meeting the traffic which 
had grown; that is so, is it not? — -No, I do not think 
so; that is not the whole story. We follow the traffic, 
but we also anticipate traffic. 

3086. Within reason, but, indeed, the motive which 
caused you to enlarge Bognor station was the growing 
popularity of Bognor as a seaside resort, and because 
you could not handle the traffic with the ol-d station? 

— I cannot say specifically of my own knowledge. 

3087. I am sure the directors would not enlarge 
the station, would they, unless there was a demand 
owing to the increase in traffic which had taken 
place? — It must have been to some extent that the 
station was inadequate. 

3088. That was done in 1902, was it not? — Yes. 

3089. And it was not fully remunerative until 
1913? — No, but. -almost. 

3090. Is it not the fact that instead of following 
the literal provisions of 68 (1) (c), what the company 
did was to say that if a work was executed within 
15 years of 1913 it comes into Schedule “E”? — 
Certain classes of work, yes. 

3091. You excluded certain classes of work -like 
rolling-stock, of which you have informed the 

Tribunal; but -apart from those exceptions ? — 

Very important exceptions. 

Cross-examined by 

3103. I should like to -ask you whether, in these 
accounts in “ R. T. 4a,” the adjustments are made 
on the same principle with your company 7 as they 
are with the other companies? — Yes. 

3104. That is to say 7 there is some scientific treat- 
ment of adjustments throughout the companies, 
which are uniform? — Yes. 

3106. That is so, is it? — Yes. 

3106. In 1913, 1 take it, there was no Committee 
of Accountants who dealt with this scientific treat- 
ment of assets ; writing off, and so on ? — There was a 
Committee of Accountants in 1913. 

3107. In 1913? — Yes, there was in 1913. 

3108. Did that committee settle any principles 
upon which they 7 would advise their principals to 
write down the assets? — Not that I know of. 

3109. There was nothing. So that it is quite a 
late decision on the part of any authority, to deal 
with the question of writing off on a scientific prin- 
ciple? — No; it is very old. 

3110. Then in the accounts prior to 1913 there was 
a principle for every asset? — -Every company adopted 
its own principle. 



3092. But apart from those, instead of literally 
carrying -out Section 58 (1) (c) you drew a line in 
time and said: “ All that was within that time is 
not fully 7 remunerative”? — Yes; we think that is 
carrying out the meaning of the Schedule. 

3093. It is doubtful how far you did consider each 
item on its merits. You made a generalisation in 
time within certain classes of capital expenditure? — 
So far as the formula is concerned, yes; we said, “ 15 
years.” 

3094. On page 16, in the details of special items 
included in Schedule A, there is an item of “ East- 
bourne traffic.” Do you mind telling the Tribunal 
what that means? It is the first item on that page? 
— That sum of £37,840 is a sum that was received 
by the South Eastern Railway C-o-mpany from the 
Brighton Railway Company in 1913, -and it appears 
in the South Eastern Company’s accounts as a special 
item of receipt. 

3095. Yes; and is an allowance made for it in the 
Brighton section of the -accounts? — In the Brighton 
section of the accounts it is deducted from traffic re- 
ceipts. 

3096. I see. Then lower down, under the heading 
of “ South Eastern and Chatham Railway Company’s 
Managing Committee,” the second item is “ Interest 
on capital expenditure £140,734.” Will you kindly 
tell the Tribunal what that is? — Under the arrange- 
ment between the Managing Committee and the 
South Eastern and the London, Chatham and Dover 
Companies, the Managing Committee could not find 
capital; it was not -a railway company. Therefore 
the two partners had to find all the capital, and in 
the accounts the two partners charged the Managing 
Committee with interest upon that capital. In the 
Managing Committee’s accounts that appears as an 
expense, and in the two companies’ accounts it ap- 
pears as a receipt. It is a contra. 

3097. It would not include any items that are 
otherwise included in the accounts? — No; it is an 
item that disappears, really. 

3098. But it would not be otherwise covered under 
any item of the claim which you are now making to 
the Tribunal? — No. 

3099. There is a further item a little lower down, 
“ Net revenue from South Eastern and Chatham 
Railway Company’s Managing Committee, 
£1,074,815.” Will you tell the Tribunal how that is 
arrived at? — There are two items of that kind on 
the page, one under the heading of the South 
Eastern Railway and the other under' the heading of 
the London, Chatham and Dover Railway. 

3100. Yes ? — That is the division of the profit made 
by the Managing Committee and paid over to the 
two companies. 

3101. For that year? — For the year 1913. 

3102. It is strictly in respect of 1913, is it? — Yes. 

Mr. Worrall. 

3111. Every company adopted its own? — Yes. 

3112. Then they were not uniform? — No. 

3113. Then we come to this document “ R. T. 4a,” 
and we see that your company seems to adjust all 
the figures down to a figure which is undoubtedly in 
the interests of the users of the railways, on the 
face of it? — I do not follow you. 

3114. You start with £8,000,000 of net income, 
and you adjust it down to £6,000,000. By adjusting 
it -down in that way, it is in favour of the users of 
the railway company in future, if you can get that 
figure settled for y-o-ur company, as the standard 
revenue? — Yes, wa think it is quite fair to the 
traders. 

3115. I take it that that is so, if you adjust it 
down. You take off £2,000,000 from the £8,000,000 
to begin with. In comparison with the Great 
Western Company, it is £780,000 compared with 
£2,000,000;. and that looks as if it is all in our favour, 
if you adjust it like that? — Yes.' 

311-6. Can you give me any reason for that disparity 
in the figures? — Yes; it is because of the peculiar 
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arrangement between the South Eastern, the London, 
Chatham and Do-ver and the managing committee. 

3117. Therefore, it seems to me that in accepting 
that £2,000,000, ire should be very wise to leave it 
alone. Then we have a curious figure of £532,000 
as against the £1,000,000 of the Great Western Com- 
pany, and in the figures of income, to begin with, 
there is not a great deal of difference; only some- 
thing like £200,000 odd. The amount that you want 
to write on is £532,000 as against £1,000,000 in the 
case of the Great Western Company. That again 
seems to me altogether in our favour. Can you ex- 
plain that? — Yes. 

3118. My point is this : Are you treating us more 
fairly than the other companies are treating us? — 
Not a bit. 

3119. A lot better? — Not a bit better. 

3120. I see ; but there is a difference in treatment 
on very many points, on your figures and the other 
figures? — No. 

3121. Is there not? — No. 

3122. I thought you said that there were differences 
in points of principle as to writing off, for a start. 
That is so, is it not? — This is the revenue of 1013. 

3123. Yes, and you have got to adjust it on a fail- 
principle, .so that we get our pound and you get 
your pound, so to speak. The passengers really have 
got to say : “ We challenge these figures; we do not 
agree ” ; but it looks as if we ought to agree to these 
figures, because you seem to be very fair? — Yes. 

3124. Can you point ou,t any specific item in which 
you are fairer to us than the other companies are 
flair to iis? — No. 

3125. Well, I wish you would. As the man in the 
street, I have to work with very little material, hut 
you have got a.ll the figures at your disposal and you 
seem to be a. very fair company. If you could oblige 
me in any way by telling m© where the differences 
are, it would he in the interests of the public and 
you would he doing a great service. Do you follow 
that? — Yes. 

3126. Can you tell me where you are treating us 
more fairly than the other companies are treating 
us?— No. 

3127. Well, I. am sorry. Now we come to criticise 
your figures. You seem to have put into these figures 
a. sum of something like £10,000, I think it is, for 
the year 3913, in respect of an adjustment which 
adjusts back on .to the figures the £10,000. In 1913, 

I suppose it was, or later, you got a decision by the 
Postmaster-General to give you £20,000. That was 
about 1913, 1 think? — In 1914 we had that money. 

3128. You got £20,000 given to you? — Yes. 

3129. And you very kindly adjust back £10,000 of 
that on to these figures? — I cannot follow you. 

3130. You put £10,000 on those figures, into the 
net income. That is as I take it. It is £10,000 of 
that £20,000. Or do you put the £20,000 back?— 
Yes. 

3131. Well, that is worse still. That is £20,000 
against us? — Yea. 

lie-examined by 

3145. There are only two matters that I wish to 
allude to in re-examination. Having got before you 
the amalgamation section for the Southern group? — 
Yes. 

3146. Will you kindly turn to Section 23. What 
does that section relate to? — It 'is the power to 
borrow. 

3147. And does it provide that in respect of certain 
additional capital you shall be entitled to. borrow 
a certain sum of money? — Yes. 

3148. Will you be good enough to give us the pro- 
portions between the borrowing and the capital? 
Shall we just take the section for a minute, because 
it may be useful to look at it. It says this : “ The 
company may borrow on mortgage of its undertaking 
any sum not exceeding in the whole £3,613,193 and 
of that sum it may borrow from time to time: — (a) 



3132. It is in our interest to knock that £20,000 
out, because I do submit that you have no. right to 
put that £20,000 on to the net income of the 'year, 
because it is a contingency which could not have been 
foreseen? — It was foreseen. We had given notice. 

3133. Did you claim the exact amount of £20,000? 
—No. 

3134. But you got £20,000 fortuitously, or by a 
stroke of luck? — No. 

3135. Well, at any rate you got £20,000; and you 
go and write that back on to the account? — We got 
£20,000 because we did the work in 1913. 

3136. No; you got it right through; it was a fixed 
rate ; the Postmaster-General gave you something 
on a fixed rate; it was a contract? — The contract had 
expired. 

3137 . The contract continued ; just in the same 
way as when a house is let and the agreement runs 
out, you go on ; and on the same principle in ruu- 
ning your concern, you run on, and you get so much 
from the Postmaster-General on a contract, and then 
that contract runs on and you take the same figure. 

President : Can yon put a specific question to the 
witness; I think it would be shorter. 

Mr. Worrall : That is the specific question, as to 
the £20,000, whether it is. a proper principle to have 
written it hack on to the net revenue. 

President : That is a matter that you will have 
to argue at a later time, as to whether or not it is 
right and proper. 

Mr. IT orrall : At any rate it is admitted that ifc 
was written back off the accounts. 

3138. Now we come to the scientific principle. 
You get your net income and it is all sorted out in 
Schedule A, on folio 2 of your accounts, I think. 
At any rate that is where it is done in the other 
companies. You give railway omnibuses, steam- 
boats, canals, docks, harbours and wharves, hotels, 
other separate businesses, rents, houses and land, 
dividends on investments transferred, general in- 
terest, joint lines “ J ” and special items, and so on. 
All that you get hack? — Yes. 

3139. And you focus all those on to this income? — 
Yes. 

3140. It would, be very important to the users, -if 
you were not observing a fair principle in writing 
down all those things or apportioning the allowances 
to all those things as against the income, would it 
not? — Not necessarily. 

3141. I shall submit that in due course. You 
cannot have the same principle for railways and 
omnibuses, say, in the matter of writing off. The 
omnibuses in one railway would be written off in a 
different way to omnibuses in another railway? — 
They may be. 

3j. 42. And in the same way with steamboats ?- — Yes. 

3143. So that unless you focus on that one year a 
given principle, and operate upon that given prin- 
ciple in 1913, it will he a very sad thing for the users 
of the railways in the future, if there is a difference 
all through of the principle?— I do not agree. 

3144. I shall submit that. 

Lord Advocate. 

any sum not exceeding in the* whole £2,613,193 with- 
out being required to obtain the certificate of a 
justice under Section 40 of the Companies Clauses 
Consolidation Act, 1845; and (b) in respect of 
£3,000,009 (part of the additional capital of 
£3,543,840 which it is by this scheme authorised to 
raise) any sums not exceeding in the whole 
£1,000,003, and of such sum of £1 ,000,003 the com- 
pany may borrow from time to time any sums not 
exceeding in the whole one-third part of the said 
amount of £3,000,009 which at the time has been 
actually issued and accepted, but no part thereof 
shall be borrowed until stock for one half of the 
portion of the additional capital in respect of which 
it is borrowed is fully paid up,” .and so on. What is 
the proportion between the borrowing and the capi- 
tal? — It is one-fourth of the whole; it is one-third of 
the. other capital. 
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3149. Yes; so that the effect is that of the total, 
inclusive of the borrowed money, the borrowed money 
is one-fourth? — Yes; one-fourth. 

3150. That contrasts with the one-third which has 
been proposed in the case of the companies generally? 
— That is so. 

8151. In the case of the other schemes of the other 
three amalgamated railways, do you know whether 
their powers to borrow are similarly conditioned ? — I 
do not know. We could look into that. 

3152. The other matter, I think, is the question 
of depreciation which was referred to. Do you mind 
turning to page 59 of the Southern Railway Com- 
pany’s accounts, the large volume? — Yes. 

3153. On pages 59 and SO certain figures are given 
for maintenance and renewal of ways and works and 
rolling stock, respectively? — Yes. 

3154. I am afraid that this is really for my own 
information. Is there any separate depreciation 
account in the accounts of the South Eastern and 
Chatham Company for 1913, over and above these 
accounts? — If you turn to page 60 you will see, under 
the heading of “ Carriages ” this entry: “ Deduct — 
transferred to suspense account.” 

3155. Yes, I see ; £49,000? — Yes. We had a- de- 
preciation fund, and we spent more than we thought 
we should have spent in that year on carriages, and 
we charged part of it to this fund. 

3156. Will you tell me where to look for that 
£49,000 which is said to be transferred to suspense 
account? Shall I find it at any other part of the 
accounts? — No. 

3157. That goes to a suspense account not included 
in the accounts? 

Sir Douglas JIog<j : No; it is taken from the sus- 
pense account. 

3158. Lord Advocate : It must be debited to a 
suspense account somewhere or another ? — Yes ; the 
suspense account is in the balance sheet. 

31o9. By way of contrast, If I look at the entry in 
the case of Wagons, it is called: “ Add— transferred 
from suspense account, £4,700.” That is just the 
converse? — Yes, that is charging revenue and credit- 
ing suspense account, with money not spent. 

3160. Then in the “ Maintenance and renewal of 

way land works,” Abstract A, I see: “Deduct— 

transferred to suspense account.” That again is a 
debit to suspense account, I take it? — Yes. 

3161. And similarly at the foot of the page, under 
the heading “Locomotives,” there is: “Deduct — 
transferred to suspense account £10,000 ”?— Yes. 

3162. Was the principle therefore this, in 1913, 
that the ways and works and rolling stock was main- 
tained and renewed, and if the amount of main- 
tenance and renewal was less or more than what you 
had estimated, a credit or a debit balance was carried 
to suspense? Is that the principle? — Yes. If we had 
spent more or less than we thought that the year's 
expenditure should bear, we made a transfer. 

3163. Had you, so to speak, am ideal figure for the 
year, which you contrasted with what you had 
actually spent in that year?— The matter was settled. 

I had no part in it. 

3164. But I merely want to know how it was done. 

I am asking this for my own curiosity? — The matter 
was. settled by the general manager, and the 
engineers and the board ; they decided what transfers 
should be made. 

3165. Was that in accordance with a programme? 
— I could not say; it is 10 years ago. 

3166. At any rate a sum was fixed as an allocation 
for that purpose? — Yes. 

3167. Then you saw how fair the actual expenditure 
on ways .and works, and the actual expenditure on 
rolling stock, compared with that figure? — Yes. The 
object was to get a proper charge to the year’s 
accounts. 

3168. I have not got the accounts of 1922 before 
me, which were used for comparison. Have you got 
them? — Yes, I have them. 

3169. Before you deal with that, just let me com- 
plete this other matter. My learned friend Sir 



Douglas Hogg has been good enough to point this 
out to me on page 64, which is the general balance- 
sheet. We had got this length, that each of those 
Abstracts A and B contains at the end an instruction 
to deduct or to add. It was either “ Deduct by 
transfer to suspense account,” or “ Add by transfer 
from suspense account,” the bulk of it being deduc- 
tion. You said that we might go to the balance- 
sheet ? — Y'es. 

3170. I go to page 64 and I find the balance-sheet. 
Will you tell me what I should look for there, as a 
result of these previous operations in the Abstract? — 

' There is nothing shown except on the right-hand 
side. 

3171. What do I find there? — £31,000. 

3172. That is rolling stock only, is it not? — Only. 

3173. What about ways and works? — There was 
nothing left. 

3174. And rolling stock is overdrawn, is it not? — - 
No, I do not thi nk so. My recollection there is that 
that was a train Which had been purchased and not 
brought into use. 

3175. A train? — Yes , a. train. It is a long time ago. 

3176. But evidently this item of £31,433 is not a 
figure which is the reflection, apparently, of the 
deductions under Abstracts A and B ? — No. 

3177. Ihen I have got on to the wrong track. 
Where, if anywhere, do I find the reflection of those 
deductions which I find in Abstracts A and B? — If 
there was any balance left it would be in the balance- 
sheet. 

3178. If there was any balance left? — Yes; but my 
recollection is that there was nothing left. 

3179. Did the deductions transferred to suspense 
account in that year exhaust what was at the credit 
of the suspense account in that year ? — Yes, I believe 
so. 

3180. Otherwise, if it had not exhausted it, should 
I have found in the general balance-sheet an item 
representing the suspense accounts? — Yes, you would 
have found the depreciation fund. You will see there 
the steamboats, on the left-hand side; and you would 
have seen “ Railways ” — so much. 

3181. If, on the other hand, the amount exceeded 
what was at the credit of the suspense account, then 
you would have found a debit to the suspense ac- 
count in the general balance-sheet? — Yes, on the 
right-handi side. 

3182. Is your inference from the account, accord- 
ingly, that in that year what you transferred from 
suspense account, coupled with what you transferred 
to suspense account, would seem to square it? — Yes. 

3183. And there was no suspense account left. Is 
that it? — Yes, that is right. 

3184. Now I want to come to the items in 1922; 
but unfortunately I have not got it before me. Will 
you tell me what, if any, difference of method was 
adopted in 1922 in dealing with ways and works and 
rolling stock, in the respect that we are now con- 
sidering?— My recollection is that they were dealt 
with on exactly the same principle. 

3185. On the same principles? — Yes, on the same 
principles as they were in 1913. 

3186. In order to get a comparison', have you to 
equate the quantum of 1913 with the quantum of 
1922, allowing for the increased cost of labour and 
materials ? — Yes. 

3187. That having been done, can you tell us 
whether in 1922 the figures exceed the allowances in 
1913? — They do not exceed them. 

3188. They do not. Then apparently in this case 
at least, the method pursued in 1922 seems to have 
been the same in principle as the method pursued in 
1913? — Yes, I should say broadly it was. 

3189. Broadly that was so; and the difference m 
the amount is the result of increase in the cost of 
labour and materials which had taken place in the 
interval. Is that right? — Yes. 

3190. Is there also a difference, which on© must not 
disregard, in the units concerned? — Yes ; we have 
more lines open. 



* i 



f * 



V 4 



MINUTES OE EVIDENCE. 



155 



2 June, 1924.] Mr. Andrew Howie. [ Continued . 



3191. More lines? — More running lines. 

3192. 1 do not know whether you have more rolling 
stock? — Not in numbers, but the value of it 'is 
greater. 



3193. The tractive power of the locomotives is 
greater, perhaps ? — Probably. 

3194. At any rate additional lines are open, and 
so on? — Yes. 



(The Witness withdrew.) 



Lord Advocate : You will remember, Sir, that on 
page 58 of the Shorthand Notes of the Proceedings, 
Mr. Quirey undertook, at Question 376, to produce 
a certain reconciliation statement which he said was 
then in course of preparation. I think it would be 
proper that he should formally prove that. He has 



now got it ready and it has been handed round, so 
that any questions that my learned friends may desire 
to address to Mr. Quirey upon it can be put to him. 
The matter arose in the course of Mr. Clausen’s ex- 
amination of Mr. Quirey, and he undertook at more 
than one point to produce this document. 



Mr, John Quibey, recalled. 
Further examined by Loud Advocate. 



3195. Have you prepared a document which you 
now hand in and which is marked “ J.Q. 4 ”? — Yes. 

(Document handed in. See Appendix J.Q. 4.) 

3196. Is this the reconciliation statement which, at 
Question 376 of the proceedings, you informed the 
Tribunal was in course of preparation and would be 
ready shortly? — Yes. 

3107. President-. Will you just go through it and 
explain it? — Shall I take each company separately? 

3198. Yes; you had better begin with your own 
company which, no doubt, you understand better than 
any other? — Yes. 

3199. Lord Advocate : Let us understand what this 

contains, and what it is designed to show? — Yes. If 
you take the London, Midland and Scottish Rail- 
way, in the second column the aggregate capital 
expenditure on Account No. 4 to the 31st December, 
1921, or 1922, as the case may be, of the constituent 
and subsidiary companies now forming the London, 
Midland and Scottish Railway, amounted to 
£442,915,808; the corresponding expenditure at the 
31st December, 1912, was £429,925,362, leaving as 
the expenditure from the 1st January, 1913, 
£12,990,446. The amalgamated companies expended 
in 1902 £1,030,110, and in 1923 they expended 
£1,019,025, making a total expenditure of constitu- 
ent subsidiary and amalgamated companies from the 
1st January, 1913, to the 31st December, 1923, of 
£15,039,581. Then you add the proportion of J. 
Joint Lines expenditure in the same period, £3,035; 
and it makes a total expenditure from 1913 to 1923 
inclusive of £15,042,616. There is included in that 
figure of 15 millions odd, a small sum of expenditure 
upon works which were brought into operation in 
1912, or at least prior to 1913, and therefore by 
deducting that sum of £29,485 we get an expendi- 
ture on capital account since the 1st January, 1913, 
which is comparable with the two claims under 
Section 58 (1) (a) and Section 58 (1) (b). The com- 
parison in that is claim 58 (1) (a), total £11,540,426, 
from which you deduct expenditure prior to 1913 
upon works which were brought into use in 1913 and 
formed part of the claim of 58 (1) (a), £899,343, 
leaving an expenditure included in claim 58 (1) (a), 
as incurred since the 1st January, 1913, to the 15th 
August, 1921, of £10,641,083. Therefore the capital 
expenditure of 15 millions less the adjusted claim 
for 58 (1) (a) leaves a balance of expenditure since 
the 1st January, 1913, not included in 58 (1) (a), of 
£4,372,048. The claim under 58 (1) (b) is 

£3,959,135. The claim is less than the balance by 
£412,913; but there are certain items in the expen- 
diture which are not included in the claim, subscrip- 
tions to J joint lines, and exchanges of stock of the 
West Lancashire and the Somerset and Dorset Com- 
pany, and the net amount is £357,881. We have 
therefore under-claimed, under Section 58 (1) (b), 
£55,032, but that is probably represented by an over- 
claim under 58 (1) (a). 

3200. So that the summation of the claim made 
under (a) and (b) would not necessarily represent all 



the capital expenditure since the 1st January, 1913? 
— No. 

3201. Even after you have corrected the Govern- 
ment control figure by eliminating (as you have done) 
expenditure prior to 1913 on works brought into use 
after the 1st January, 1913? — Yes, that is right. 

3202. But you say there is a certain amount that 
slips through? — Yes, there is a certain capital ex- 
penditure which is not included in the claim. As 
I say, it is principally exchanges of stocks, for other 
companies’ stocks, such as the Lancashire and York- 
shire exchanging their stock for the West Lancashire 
Company’s stock, and that is not included in the 
claim. 

3203. Then does this show in summary the recon- 
ciliation which was desired? — It was a safeguard 
against duplication. 

3204. I notice in the last column, which refers to 
the Great Western Railway Company, they show a 
difference in method which they have pursued in 
taking capital expenditure at the one date and 
deducting it from the capital expenditure at the 
other date? — The Great Western account balances 
out. 

3205. I am told that you desire to fulfil another 

promise which you made and to put in another table 
which will be “ J.Q. 5.” At page 61 of the Notes of 
Proceedings, I see that the learned President said 
this : I understand Mr. Quirey will give the details 

that my colleagues desires, of the way in which 
capital has been raised, at a future time. He cannot 
give it now. (Witness ) : We will put it in hand. 
(Air. Clauson) : We will find out how long it will take 
to produce that detail.” I understand that you are 
now in a position to provide the information which 
was desired by Mr. Locket? — Yes. I put in this 

statement. (Document put in. See Appendix 
“ J.Q. 5 ”). If I may take the London, Midland and 
Scottish Company again, the companies forming the 
London, Midland and Scottish received for loans and 
debenture stock issued £1,154,228; for guaranteed 
and preference stocks they received £4,253,106, and 
for ordinary stocks they received £97,2(55, which 
makes a total of £5,504,589; and loans were paid off 
to the extent of £147,280, leaving a net figure of 
£5,357,309. That, I am sorry to say, is slightly 
different from the figure that I had already put in, 
of capital liaised against 58 (1) (a) and 58 (1) (b), to 
the extent of £196,105. The former statement in- 
cluded as capital raised an item of £196,195 for Mid- 
land debenture stock, exchanged for Somerset and 
Dorset Railway Stocks, and as that expenditure was 
not in the claim under 58 (1) (a) or 58 (1) (b), the 
difference arises. It is a small difference. 

3206. That involves a correction of the table which 
is printed at page 81 of the Proceedings, does it not? 
— Yes. It will alter the surplus of free reserves over 
the amount of capital necessary to be provided. 

3207. I think the correction may be made at once, 
if the learned President will be good enough to turn 
to page 81. Giving effect to the result of your in- 
vestigations which we have in “ J. Q. 5,” do I take 
it that for the London, Midland and Scottish the 
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figure of £5,553,504, which we find in the column 
under “ Proceeds of New Capital raised ” should be 
£5,357,309?— Yes. 

3208. And then, of course, the figure of 
£21,453,979 will require to be correspondingly 
altered to £21,257,784?— Yes. 

Sir Douglas Do'gg : It does not materially affect 
it. 



3209. Lord Advocate-. No; but it is desirable to 
have it right. And again, the surplus figure will 
have to be £6,628,081? — That is right. Those aie 
consequential -alterations. 

3210. It is just as well to have it accurate, in case 
it should puzzle anybody hereafter. You will ho 
pleased to answer any questions raised upon this 
table? — Yes. 



Cross-examined by 

. 3211. With regard to Claim 5S (1) (a-. 

£11,540,426, that is not yet an adjusted claim is it? 
— No; that includes our estimate of the figures not 
yet agreed with the Minister. 

3212. I want to make it clear to the Tribunal that 
that figure represents your claim before the Ministry- 
have adjusted it with you? — Before they have exam- 
ined or approved it. 

Cross-examined by 

3215. I just want to see if I understand this. 
These first two lines “ J.Q. 4,” “ 31st December, 
1921 (or 1922),” and “ 31st December, 1912,” I 
gather represent the sum of the capital figures shown 
in the capital account at those respective dates? — 
Yes, of all the constituent and subsidiary companies. 

3216. That is to slay, you have taken the published 
accounts of each constituent or subsidiary company, 
and you have extracted, in 1912 and in either 1921 
or 1922 (according to the date when it became ab- 
sorbed) out of the capital account, the sum total 
shown as being the expenditure ; and you have added 
all those figures together for 1912, and then for the 
last year before -absorption? — Yes. 

3217. I follow. And then you have added to that 
the capital expenditure, again as shewn in the capital 
accounts in the years 1922 and 1923? — Yes, of the 
amalgamated company. 

3218. That k in the case of your company? — Yes. 

3219. And that sum total you have called the capital 
expenditure, it- is the increase shown in the capital 
accounts between those two dates? — Yes; that is 
taking it on this plan. 

3220. I quite appreciate that it eliminates, in the 
case of the three companies, any adjustment of capital 
which took place when the constituent and subsidiary 
companies became absorbed? — That is so. 

3221. -Subject to that, it represents the totals shown 
in the accounts as being the sum o-f the capital ex- 
penditure? — Y e,s , 

3222. That is Account No. 4? — Capital Account 
No. 4, yes. 

3223. Now just let me understand another small 
item. With regard to J joint lines, how exactly have 
you treated the expenditure on J joint lines? — We 
ascertained, for each J joint line, the capital expendi- 
ture from the 1st January, 1913, to the 31st 
December, 1923, in the same manner as we did in 
the case of the constituent and subsidiary companies. 

3224. Prom their No. 4 Accounts ? — Yes, from their 
No. 4 Accounts. 

3225. Yes? — And we allocated that expenditure 
amongst the owning companies in -ownership pro- 
portions. 

3226. Does that mean that all the J joint lines in 
which the London, Midland and Scottish Company 
were interested, only spent in those ten years, a sum 
of which the London, Midland and Scottish propor- 
tion represents £3,0-35? — Yes; there were very large 
sales and realisations during the war period. 

3227. They -put- in the capital in those years?— It 
comes to about that. 

3228. I see how you get at the figure of 
£15,031,131. Then you have taken the amount you 
have claimed, and you have deducted a small amount; 
you have also taken the pre-191.3- expenditure, which, 
of course, could not be allowed, and you have 
deducted the difference between those two figures, 
from the £15,000,000 and so you have arrived at the 
figure of £10,641,083. Then you say that the claim 



Solicitor-General. 

3213. And that is put in connection with 58 (1) 
(b) by way of reconciliation -by comparison of the 
two, rather than being an exact and final figure ? — 
Quite so. 

3214. That is true of all the claims under 58 (1) 
(a), of the various companies? — Yes; they are not 
the finally adjusted figures. 

Sir Douglas Hogg. 

under 58 (1) (b) ought to be the difference? between 
£10,641,000 and £15,031,000?— Yes. 

3229. That is on your basis. Y’ou say that there 
is a difference of £412,913 which you explain largely 
as subscriptions to J joint lines and items not 
claimed. If the J joint lines’ proportion was in that 
£3,000, does that mean that only £3,000 of the 
£357,881 is subscriptions to J joint lines? — I think i 
explained that in the London, Midland and Scottish 
case, the difference is largely stocks issued in ex- 
change for other companies’ stocks. The element of 
J joint lines in our case is a credit of £72,000. We 
had money repaid to us by certain joint lines in this 
period. 

3230. That is just what I want to understand. I 
know that they are not very big figures? — No. 

3231. But, if the capital issued by J joint lines on 
balance represented £3,035 as your share, why was 
it that, in fact, instead of finding £3,035, you got 
back £72,000. If I had -been following your figures, 
I should have expected that the amount included in 
the £357,881, which represented the J joint lines, 
would have been £3,035? — The amount repaid to us, 
of course, is a reduction of the capital receipts of the 
J joint lines. This £3,-035 represents ouir share of 
the amount actually expended by J joint lines on 
capital account during the period 1913 to 1923. 

3232. Then I had misunderstood you. I thought 
that the £3,035 was such a small figure as that 
because you said that the J joint lines had really 
used their own capital ? — It arises in this way, that 
the amount of capital expended by J joint lines, less 
sales -and realisations of property on those lines, was 
small; -but in addition to that, one of our J joint 
lines repaid us certain contributions that we had 
made to them earlier; and that forms, in the J joint 
lines books, a reduction of capital receipts. In the 
books of the parent company it forms a reduction of 
the expenditure on lines jointly owned or lines jointly 
leased. 

3233. Is that shown by the parent companies as 
investments or expenditure ? — It Is shown as capital 
expenditure upon -lines jointly owned or lines jointly 
leased. 

3234. Very well; then that gives you your figure 
o-f £55,000 odd which you said was probably an under 
claim ? — Possibly. 

3235. Now let us look at the other account and 
see if I understand it. I will take the London, Mid- 
land and Scottish Company again because that is 
your company? — Yes. 

3236. The first item is “ Loans and Debenture 
Stocks, £1,154,228 ” ?— Yes. 

3237. That represents the actual cash received from 
the public? — Yes. 

3238. In respect, probably, of larger nominal 
issues? — I have not been able to get at the nominal 
issues, hut I should think the nominal value is larger 
than the cash received. 





V 



MINUTES OE EVIDENCE. 



157 



2 June, 1924.1 



Mr. John Quikey. 



[ Continued . 






3239. My question was only for the purpose of get- 
ting at what it was P — Yes. 

3240. Have you got anywhere, at what price j'ou 
issued it, or what return it showed? — No; I should 
have to get the nominal values and work them out. 
I have not got that. 

3241. Obviously it would be interesting, if it could 
be done, to see what you were raising your capital 
at ? — There is a little difficulty in doing it, but if 
it is desired I will do it, although I cannot get it 
in two or three days-. 

Sir Douglas Hogg : I see that my learned friend 
Mr. dauson said, at page 61, that you, Sir, had said 
that Mr. Quirey would put it in hand. Mr. Clauson 
said, “ Quite, so that we shall be able to show in 
the case of each company how the capital has been 
raised — at what price.” 

Witness : I had overlooked that Mr. Clauson had 
promised that. 

Sir Doughs Hogg : It is quite all right ; I am not 
grumbling; I only wanted to see about it. 

Mr. Gl-auson : My learned friend is quite right ; 
that as certainly what I was contemplating. 

Sir Douglas Hogg ■. That is what I understood was 
the purpose for which the table was to be got out. 
Now let us look at “ Guaranteed and Preference 
Stocks,” which amount to £4,253,106? — Yes. 

3242. Again, you cannot tell us at all from this 
table, what was the price at which they were issued? 
— No. This just represents the cash received. 

3243. The total sum. I see that the ordinary 
stocks represent, in the case of your company, a very 
insignificant proportion of the total capital raised? 
— That is right. 

3244. It is nothing like the one-third which you 
have taken as your hypothetical figure? — Not in this 
period. 

3245. Instead of being 33J per cent., it is only 
about 2 per cent; and even if we look at the whole of 
the companies, I see that the ordinary stocks do not 
represent anything approximating the one-third 
which was taken as the figure? — No; the circum- 
stances attending issues in this period were rather 
unusual. 

3246. That means this, does it not, that the 
directors, when they issue capital, choose that which 
will be the most remunerative, having regard to the 
market conditions prevailing at the time? — Yes; but 
I think I pointed out before that you cannot raise 
all your issues by prior stocks. 

3247. No, not all; but apparently as far as the 
London, Midland and Scottish Company is concerned, 
the directors in fact very nearly did it. Do you see the 
figure of £97,255? That seems to be such a small 
sum for a big company to issue? — Yes. In a number 
of cases it was issues of fractions of stock. 

3248. There never was an issue of £97,000 or 
£100,000? — Not a.t one issue. It is several small 
issues, making up that sum. 

324.9. Do you actually issue your fresh capital in 
that way? — I have not looked into it, hut I take it 
it would be a matter of making up fractions of stock 
into round figures. The Midland Company for 
example had their ordinary stocks in pounds, 
shillings and pence, and for years we were striving 
to get the parties to round the amounts off to pounds 
only. 

3250. You mean that if you had a man who held 
£75 of your stock, you would try to get him to take 
another £25, to make it up to £100? — No; but if he 



had £72 10s. Oil.,, we would try to get him to take 
another £2 10s. 0 d., to make it up to £75. 

3251. I know that there are little hits, but £97,000 
odd is rather a large sum to account for in shillings, 
and so on, and it just puzzled me. There never was 
an issue of £97,000, was there? — No; not a special 
issue. 

3252. You think it was only just a few shillings here 
and there? — It was just odd issues of stock. 

3253. Would it he issues to purchase existing lines, 
or exchanges of stocks? — Not ordinary stocks. 

3254. If so, they ought not to be here, of course? 
No. 

3255. Perhaps you will look into it and let us 
know what it was? — If you please. 

3256. My learned friend Mr. Thomas points out 
that in the heading it says “ excluding stocks issued 
in exchange for stocks of other undertakings where 
the expenditure is not included in claims under 
Section 58 (1) (a) and 58 (1) (b) ?” — Those are the 
two cases I have already mentioned, of the Midland 
stocks issued in exchange for the Somerset and 
Dorset Company’s stocks, and the Lancashire and 
Yorkshire stocks issued in exchange for the West 
Lancashire stocks. 

3257. You have not included them because those 

were really purchases of undertakings ! by the issue 
of stock in exchange for other stock ? — No. The 

West Lancashire undertaking had been acquired by 
the Lancashire and Yorkshire Company many years 
ago, hut the holders of the stock had the right to 
convert into Lancashire and Yorkshire Company 
stocks on certain terms. 

3258. They had an option ? — That went on for 
some years; it is not the acquirement of the under- 
taking. 

3259. You have excluded it because it is merely the 
exercise of an option which changed Lancashire and 
Yorkshire stocks into some other company’s stocks 
o)' exchanged something else into Lancashire and 
Yorkshire stock, at the option of the holders? — Yes.' 
I could not treat the stocks issued by the Lancashire 
and Yorkshire Company as cash received. 

3260. Obviously not. It is only a change in the 
character of the stock held by particular holders ? — 
Yes; it would be raising the capital of the Lan- 
cashire and Yorkshire Company, and the cancella-. 
tion of capital of the West Lancashire Company. 

3261. Quite. I gather that yon would not in any 
case here have included exchanges of capital, hut you 
would only include cases in which fresh money had 
been raised from the public? — Take, for example hire 
Swansea Harbour Transfer, which is mentioned. 
That was an undertaking acquired by the Great 
Western Railway Company since the 1st of January, 
1913, and was brought in under 58 (1) (6) I think. 

3262. Just let me see if I understand it. You 
mean that the Great Western Company bought the 
Swansea Harbour by giving to the owners of the 
Swansea Harbour a certain amount of Great Western 
Railway stock?— Yes; that was the terms of the 
transfer. 

3263. It was not expenditure of capital on building 
work, but it was the charges of an existing under- 
taking? — Yes, and, falling in since the 1st of Janu- 
ary, 1913, it comes under Section 58 (1) (5). 

3264. I follow that. Then I think you said you 
would be able to tell us in a little detail what the 
different issues were issued at, and the dates when 
that happened? — Yes, I will look into that, Sir. 



( After a short adjournment.) 



Sir William Plendek, g.is.e.. sworn. 



Examined by the 

Lord Advocate : Were you President of the Insti- 
tute of Chartered Accountants of England and 
Wales in 1910-11 ? 

Sir Douglas Hogg : You need not introduce Sir 
William. 

3265. Lord Advocate : It is very formal. (To the 
Witness) : Were you President of the Institute of 



Lokd Advocate. 

Chartered Accountants of England and Wales in 
1910-11 and 1911-12?— I was. 

3266. 1 should refrain from bringing out your 
numerous qualifications, but I will ask you a ques- 
tion with regard to your special knowledge of these 
matters. You were a member of the Royal Commis- 
sion on Railways, I think? — Yes. 
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3267. And for several years past have you been 
acting on behalf of the Government as one of the 
two joint accountants under the State Control of 
Railways P — Yes. 

3263. And I think you are chairman and member 
of various Committees and Commissions still sitting 
appointed by the Legislature or the Government, 
including the Railways Amalgamation Tribunal and 
the Trades Facilities Committee? — Yes. 

3269. Have you made a special study of British 
railway conditions? — I am not altogether unfamiliar 
with them. 

3270. That is your characteristic modesty; you are 
not altogether unfamiliar with them. Your attention 
has been directed to the financial aspect of this ques- 
tion, naturally? — Yes. 

S271. You are familiar, I think, with the general 
terms of the problem which Section 58 of the Act 
of 1921 presents to us? — Yes. 

3272. Have you considered the method upon which 
the accountants of the railway companies have set 
about the solution of that problem? — Yes. 

3273. Have you seen the four volumes which are in 
the hands of the Tribunal which have been prepared 
for each of the four railways ? — Yes ; I have seen the 
volumes; but I have not examined them in any detail. 
What I have done is to satisfy myself that, on broad 
lines, the statements have been prepared properly. 

3274. I was only going to ask the question whether 
you had considered those volumes from the point of 
view of the system upon which they had been com- 
piled. So far as the system is concerned, do they 
have your approval? — The methods adopted have my 
approval. 

3275. There are one or two matters upon which we 
should especially like your assistance. First of all, 
with regard to a question that has arisen on the 
subject of depreciation. I learn from certain questions 
which have been addressed to previous witnesses that 
there is apprehension that depreciation from the 
comparative point of view as between 1913 and 1922. 
or 1923, may be to the prejudice of the traders. 
Have you addressed yourself to that question? — Yes, 

I have. 

3276. I should like you to tell us yourself the result 
of your investigation of that question. Will you tell 
us what you have done ? — I have seen some statements 
issued by the Ministry of Transport dated May, 1923, 
which purport to be a summary of financial accounts 
and statistical returns of railway companies in Great 
Britain for the year 1913. I do not know whether 
the Tribunal has that. 

3277. Is it necessary ? — Perhaps I can just 

generally deal with what is in that statement. 

3278. I was thinking from the point of view of 
cross-examination is it material for members of the 
Tribunal and of the Bar to know, or is it not 
necessary for the purpose of your present evidence? 
— I should not think it was necessary because I am 
merely taking the figures on the Ministry of Trans- 
port statement. 

3279. If it is desirable it can be obtained? — Yes. 
In the statements so seen by me — — 

Sir Dougins TLogg : If the witness is going to deal 
with that I should like to have a copy. It is very 
difficult to follow the evidence without this state- 
ment, as Sir William will lappreciate. 

President : Is this a digest of some statement which 
Sir William has seen? 

Solicitor-General : May I ask Sir William Plender 
is this the summary of financial accounts and 
statistical returns of railway companies in Great 
Britain, year 1913. It begins, “ The attached state- 
ments aggregate.” Is that the document? 

Witness : Yes. 

3280. Lord Advocate: Very well? — It is purely an 
arithmetical sum, and I will explain what I have 
done to you. The statements which the Solicitor- 
General has include expenditures under Abstract A 
and Abstract B of the various groups of railways. 

I have scheduled those. It is a mere matter of arith- 
metic, and the result is that the items for repairs, 



renewals, and provisions which have been debited in 
the revenue accounts of the year 1913 of all the rail- 
ways amount to £24,328,000. Then I have added to 
that £24,328,000 112 per cent, to represent, as closely 
as can be ascertainable, the increased cost of wages 
and materials as compared with 1923. 

3281. Is that for the purpose of equating the 
figures? — It is for the purpose of making a proper 
comparison between the charge as to revenue as 
between 1913 and 1923. 

3282. Having added that 112 per cent, to the pro- 
vision made in 1913, what do you find is the figure? 
— The provision of 1124 per cent, equals £27,369,000, 
and that sum being added to the figure I first men- 
tioned, which is the actual charge in the 1913 ac- 
counts of £24,328,000, make together £51,697,000. 

3283. What do you find in the accounts for 1923 
as the amount actually provided for — we are calling 
it depreciation? — Repairs, renewals and deprecia- 
tion, The figure in 1923 in the aggregate of ail the 
groups is £51,263,844, so that there is a slight reduc- 
tion of some £400,000 in 1923 as compared with 1913 
if loaded by that 112 per cent. 

3284. Now, the suggestion that was thrown out was 
that provision had been made in 1923 on a more 
lavish or a more generous scale for depreciation 
than had been the case in 1913. Does the investiga- 
tion which you have made confirm or negative that ? 
— If you take the charge as to revenue for repairs, 
renewals, and depreciation — taking them collec- 
tively — the figures which I have read out show, after 
taking into account the increased cost of wages and 
materials, that the charge in 1923 is slightly less 
under Abstracts A and B than they were in 1913 ; 
in other words, the method may have been changed 
in arriving at the figures, but the result of the 
method is what I have read out. 

3285. Now, in 1913 did the various companies now 
included in the amalgamated company pursue differ- 
ent methods of dealing with this question? — Yes. 

3286. On the other hand, does each of the four 
amalgamated companies now, of course, pursue one 
method? — I would not like to say that all four com- 
panies pursue exactly the same method. 

3287. But each amalgamated company has to 
pursue one method whereas the companies of which 
it was composed pursued many methods? — Yes. 

3288. Is one of the difficulties of comparison 
between the methods pursued by the various com- 
ponent companies in 1913 and the method pursued in 
1923 by an amalgamated company the difficulty of 
bringing them to a common denominator? — Yes. 

3289. But have you tested the matter by seeing 
what the practical results of the various methods 
exhibited by the different companies in 1913 has 
resulted in, when compared with the result of the 
method employed in 1923 by the amalgamated’ com- 
panies? — Yes. The results are what I have read out. 

3290. Therefore, so far as the apprehensions of the 
traders that it is on a more lavish or more general 
scale in 1923 than in 1913, you do not find that borne 
out by the facts? — No. 

3291. I think it is right, however ? — There is 

one point I would just like to mention before you 
leave the Abstracts A and B. Between 1913 and 1.923 
there were considerable expenditures on permanent 
way, carriages, wagons, and locomotives, and in these 
figures for comparative purposes I have not made any 
allowance for that, because I have not got the figure, 
but obviously if you make a comparison between 1913 
and 1923 you ought to deduct either from 1923 the 
up-keep expenditure on those additional assets, or 
you ought to add it on to 1913 to get a comparison, 
but unfortunately I have not been able to get that 
figure ; but I understand, in talking to the 
accountants, that it is a figure of some material im- 
portance, and that would still further make the com- 
parison -of 1923 favourable when contrasted with 1913. 

3292. You have, I think, in these figures dealt with 
Abstracts A and B ; those are the railway abstracts, 
are not they? — Yes. 

3293. Is it right, however, to have regard to the 
fact that docks also come into the question, and in 
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their case have you also considered the question of the 
relative position in 1913 and 1923 P — Ves. 

3294. What do you find in their case? — The actual 
expenditure in 1913 charged to revenue in respect of 
repairs, or renewals, or provisions, the total amounted 
to £701,948. 

3295. Whereas in 1923 P — Well, I was going to say 
that I will add on to that £701,948 the estimate for 
increased wages and materials as compared with 1923 
of 112-a- per cent., the same rate as I took for 
Abstracts A and B. That percentage amounts to 
£789,690, and being added to the total of the debits 
to revenue in respect of docks, harbours, and 
wharves £701,948, which I previously mentioned, we 
arrive at a total for 1913 of £1,491,638, and that 
compares with a figure in 1923 of £2,311,792, which is 
about £840,000 more in 1923 than in 1913. 

3296. If that contrasts with what you found to be 
the case in relation to the railways? — Yes. May I 
now add them altogether? 

3297. Yes, please? — If I take the 1913 charges to 
revenue both for Abstracts A and B and various 
harbours and wharves, I get a total including the 
loading of 112J per cent, of £53,188,638, apd that 
compares with the 1923 charges to revenue for re- 
newals, repairs and provisions of £53,575,636, so that 
on the comparison I have mentioned 1923 in the 
aggregate is more than 1913 by about £400,000 ; but 
I want to point out that in comparing those totals I 
have not been able to make an allowance in favour 
of 1923 for the maintenance of additional mileage or 
units. 

3298. Quite? — But I am told that it will not be an 
inconsiderable figure, but what it is I really cannot 
tell you. 

3299. Having regard to that factor which you 
cannot for the moment measure, but which must be 
taken into account, is the result of the investigation 
to show that the methods employed by the amal- 
gamated companies in 1923 approximate remarkably 
to the result of the varying methods employed by 
the constituent companies in 1913? — That seems to 
be the result. 

3300. An important figure, of course, in that cal- 
culation is the 112J per cent, of the increase? — Yes. 

3301. Can you justify that figure; I mean, on what 
do you base that figure of 112-J per cent. ? — Well, 1 
have not gone into it personally with any detail. I 
have spoken to the four chief accountants of the 
railway companies who are familiar with the increase 
of cost and what would be attributable to wages and 
what would be attributable to materials, and they tell 
me that the increase varies by a few pounds. 

Sir Douglas Hogg : I do not think we can really 
have what the chief accountants told Sir William 
Plender. 

3302. Lord Advocate : I am afraid what Sir 
Douglas says is quite true? — I thought you asked me 
to explain what I had done. 

3303. Sir Douglas Hogg : You have told us what 
you did, and now you are telling us why you have 
done it? — Just as you like; I thought it might help 
you if I finished my story. 

3304. Lord Advocate : It is evident the tale must 
be left untold. You have taken 112J per cent.? — 
Yes. 

3305. The next matter we might consider is the 
question of the remuneration to be allowed for 
capital raised or provided under Section 58 (1) (b). 
Have you considered on what basis that remunera- 
tion ought reasonably to proceed? — Yes, I have con- 
sidered that question. 

3306. As you know, the railway companies are 
claiming 6 per cent, as the reasonable rate for re- 
muneration ? — Yes. 

3307. What have you to say, either in support or 
in criticism of that figure? — I first of all considered 
what it would probably cost the companies to raise 
money to replace the capital expenditure that was 
provided for as distinct from what was got by an 
issue, and I took into account, first of all, the 
accrued amount of interest on dividend and the price 



of the stock. I took .into account the cost of under- 
writing, which I put at between 30s. and £2 per cent. 
I would like to explain why I took that figure. 

3308. Please? — The Colonial stocks that are being 
issued now, including under-writing and commission 
to brokers and to bankers, is 25 s. per cent., and in 
the case of the New South Wales Government, where 
an issue was made in April of this year, the 5 per 
cent, stock was issued at 97J. Now, in the case of 
large commercial or manufacturing companies, where 
there is a very high class debenture stock issued, I 
find that, though the debenture stock is issued at a 
discount as in the case of Bryant and Mays 93, the 
under-writing expenses and commissions there 
amounted to 2f per cent., and I might also- mention 
that Lever Brothers, Ltd., are about to make an 
issue of 7 per cent, cumulative preference shares, with 
preferential rights as to capital and income, and the 
under-writing commission payable on that is 3 per 
cent. ; and behind that issue of preference shares 
there is a subscribed capital of between £30,000,000 
and £40,000,000. I only mention that to show the 
under-writing charge is 3 per cent, there; 2f per 
cent, in Bryant and May; Trustee Securities of 
Colonial Governments, 1J per cent. ; and I put as a 
moderate and reasonable rate in the case of the 
railway companies if they issue fresh capital between 
1| per cent, and 2 per cent. No one can say exactly 
what it will be, because it depends on the market 
conditions of the moment and the absorbing powers 
of the public. 

3309. This .is all directed to show what it would 

cost the railway companies to raise that capital?— 
Yes. I have dealt, first of all, with the question of 
accrued interest and dividend on the market price. 
I have dealt now with the question of under-^writing ; 
and, after taking those factors into consideration, 
the conclusion I have come to is this : That if an 
equal amount of debenture stock was issued, say, at 
4f per cent., au equal amount of preference carrying 
5 per cent., an equal amount of ordinary carrying 
from 7 per cent, to 7j per cent., the average 
cost of that capital would be about, as near 
as possible £5 17s. per cent. ; but it is only 
right to point out that the directors might 
not wish to make the issue in three parts; 
they might say : We will make a preference issue 
only. Well, if they did so, I do not believe it would 
cost them more than about £5 2s. per cent., allowing 
for underwriting. I think that is a moderate figure ; 
it might be a few pence more, but I will put at a 
moderate figure £5 2s. per cent. If, on the other 
hand, they said : We will issue no ordinary, no 
preference, but debentures only, I think it would 
cost them about 4| per cent. Now, fourthly, as a 
final alternative, if they said: “We will issue no 

ordinary, but we will issue half preference and half 
debentures, the price would come out to just about 
£5 per cent., or a few pence over ; but it is very diffi- 
cult to say what they will do; I can only put these 
various alternatives as to the price of issue before 
the Tribunal. I cannot possibly say what their policy 
will be; but I would like to point this out. Clause 
(b) of Section, 58 does not quite say that the remune- 
ration on the capital should be the rate of interest 
that might have to be paid to get the capital. I 
would rather say that whatever rate may have to 
be paid is the bare minimum which the companies 
should get. This goes, as far as the layman can per- 
haps appreciate it, to imply that something more 
is intended. 

3310. Quite? — Now, the railway companies have 
suggested 6 per cent. I find it difficult to say 
whether 6 per cent, is too little or too much. It 
does not seem to me to be an unduly high rate for 
capital expenditure that is now made to earn some 
time or another, and perhaps the general manager 
would be better able to express an opinion on what 
that capital should earn ; but I do stress this point 
that the bare minimum rate of interest should not 
be the measure of remuneration. I would rather, 
if 1 am asked a question about it, say that some- 
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tiling between 5 per cent, and 6 per cent, would be 
reasonable, but exactly what it should be, 6J per sent, 
or 6f per cent., I would not like to say. But, look- 
ing at it from a moderate and a quite unbiased view, 
I should say something like 5| per cent, would be 
a reasonable compliance with what I understand that 
provision to be. 

3311. I gather it has .been suggested that the figure 
of the yield over-all which you get in the statistical 
tables, which is about 4.4 for 1923 for one of the com- 
panies, at any rate, had been suggested as a cri- 
terion of the remuneration. Does that figure really 
relate to our present problem in your view? — I can- 
not see any relevancy between the two. I remember 
giving evidence before this Tribunal some two or 
three years ago, and I then dealt with what the 
return appeared to be on the capital expenditure, 
and from a statement prepared showing what the 
capital expenditure amounted to in 1913 of all the 
railways and the revenue of that year it works out 
at 4.267 per cent, on the capital expenditure. Now, 
that is an average on capital expenditure spread 
over a life of half a century in railway history. 
Everyone knows that the experiences of railways in 
their early days were very chequered; many of them 
had receivers put in; in fact, I remember the case 
of the Great Eastern Railway where the late Lord 
Salisbury was receiver many years ago; and it has 
been the experience of scores of lines than they have 
had to be sold to other companies and large, under- 
takings like the Great. Western and the North 
Western ; and sometimes 40 or 50 companies, even 
before the 1921 Act came into being; so that when 
you compare from the start of railway history what, 
the return has been on the capital it is no guide 
whatever, and seems to me to have no relation to 
what the companies now would reasonably be ex- 
pected to earn on current capital expenditure. I 
cannot see what relation one has to the other. And 
then- I may add this further. At this moment if 
you take into consideration the whole of the com- 
panies’ claim which is set out on this statement, th it 
is, the 1913 figures plus the interest under Section 58 
(a) (6) and (c), you get a total as shown in this 
printed account of £49,479,984, which is £3,000,009 
less than 5 per cent, on the capital expenditure, and 
having some experience of public utility concerns 
generally all I can say is this, that I know hardly 
any where, over a term of years, the return has 
been so low as the railways. 



Cross-examined by the 

3317. You will see in Section 58 (1) (a) the allow- 
ance is specified as a sum equal to 5 per cent, on the 
capital expenditure? — Yes. 

3318. Then when you come to Section 58 (1) (b) 
you exclude allowances included in the expenditure in 
58 (1)' (a)?— Yes. 

3319. Now, I understand you to say that, in your 
opinion, generally speaking, under 58 (1) (6) about 
5§ per cent. I think you said would be a proper al- 
lowance — something between 5 per cent, and 6 per 
cent. ? — Yes. 

3320. Could you just explain thisonepoint to the Tri- 
bunal ? Why is it suggested that the allowance under 
58 (1) (6) should not be the samesum asthesum speci- 
fied under58(l) (a) of 5 per cent.? — The Act of Parlia- 
ment gives 5 per cent, under (a). The Act of Parlia- 
ment under (6) gives the Tribunal a discretion and 
a direction that it should be adequate. It is for 
them to say whether 5 per cent, or 6 per cent, should 
be enough. I say there is a distinction between the 
two; in one it is specified, and in the other it is 

Cross-examined by f 

3323. I know you can help us w'th your very wide 
experience of accountancy, and I would like you to 
help me, if you can, about this. You are familiar 



3312. There is only one other matter on which you 
might throw some light. With regard to the position 
of free reserves in the company and their untilisation 
for capital purposes, must a company, or ought a 
company, to retain a certain amount of money at 
credit of free reserves ? — You mean should the amount 
of the free reserve exist in liquid assets? 

3313. Yes? — I think so, and for this reason. Those 
free reserves consist in the main of general reserves, 
or contingency reserves, but in the main general 
reserves, and they are in effect a dividend fund which, 
in the event of a bad period coming to the railways, 
the directors could draw upon to supplement 
the dividend that would be payable out ox 
the year’s diminished earnings, owing to a strike, 
or any other trouble of that sort. Well, if the 
directors want to take out of the liquid assets, say, 2 
per cent, .or 3 per cent., or 4 per cent, to keep the 
dividend at a normal figure the assets must be liquid 
for the purpose; they must have the cash there or 
they cannot use it for dividend purposes; if it were 
locked up in capital it is unavailable unless they made 
an issue of capital to replace it, so sooner or later the 
balance sheet should be in a liquid condition as re- 
gards not only free reserves, but as regards 
dedicated reserves. 

3314. We are concerned, qf course, with the justi- 
fication of bringing into Section 58 (1) (6) the capital 
expenditure provided, as we say, from free reserves. 
That is the topic we are on for the moment. Do you 
find in what you have just told us a justification for 
that? — For getting interest on it? 

3315. Yes? — Certainly. 

3316. Have you anything to say with regard to the 
compartment 58 (1) (c), the formula Which the rail- 
way accountants have adopted for dealing with un- 
fructified items? — When I gave evidence before this 
Tribunal some two or three years ago I laid emphasis 
on the importance of the companies having consider- 
ation for unfructified capital, and the report made 
by the committee contained a recommendation that 
unfructified capital should have a return, and that is 
embodied in this Act of Parliament, so I need go no 
further there; but as regards what the measure of 
remuneration should be, how the calculation is to be 
made in respect of expired life or otherwise, is not a 
matter which I would for one moment suggest I could 
give ta useful opinion upon. I 'believe the general 
manager, Mr. Wedgwood, is to follow me, and I have 
no doubt he will deal with that matter. It is rather 
outside my province. 

Solicitor-General. 

not, and my view as to adequate remuneration is 
that it should not be confined to the rate of interest 
paid on raising the capital, but something more 
than that; but it is for the Tribunal to say what 
that additional remuneration should be. 

3321. I agree, as a matter of law there is a dis- 
tinction given under 58 (1) (b). I am asking whether 
you think the distinction under 58 (1) (5) would 
properly be exercised if the sum specified under 58 
(1) (a) were given as an allowance; whether you 
think that is a good criterion on which the discre- 
tion might be exercised? — No, I do not think that 
it would be. 

3322. You think it is too little? — Well, I would 
not. like to express any positive opinion. I think, 
if I may say so, that what is intended here is a 
distinction between the two. In (a) 5 per cent, is 
mentioned; in (6) it is not; but all I can say is, and 
it is a matter upon which the general manager per- 
haps could give a better opinion than I could—] 
think it ought to be somewhere between 5 per cent, 
and 6 per cent., and I put that as a moderate figure. 

ir Douglas Hogg. 

no doubt in the railway accounts with Account No. 
8 which gives what is called the net income of a rail- 
way? — I believe that is what it is called. It is 
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headed, if I remember, “ Receipts and Expenditure,” 
but the total ■which is at the bottom is called “ Net 
Income.” 

3324. Yes. What I wanted to ask you was this : 
As an accountant, do you regard the net revenue of 
a concern as something larger or smaller than its 
net income P — I do not think there is much difference 
between the two. I think the words “ net income ” 
there must be read in conjunction with the heading 
“ Receipts and Expenditure,” and I should have 
taken it to mean the excess of receipts over expen- 
diture. The words “ net income ” are merely an at- 
tempted definition in one or two words of what the 
account means. 

3325. Supposing you, as an accountant, used the 

word with the precision which I am sure you always 
employ do you speak of “ net income ” as being some- 
thing different from “ net revenue,” or would you 
regard the terms as interchangeable P — Well, net in 
come is not a usual expression in accountancy. I 
think it is an unfortunate and somewhat meaning- 
less expression in the railway accounts. I know 
what net expenditure is ; net income is to me 

3326. — — a meaningless phrase? — It is a difficult 
phrase to interpret. 

3327. The reason why I ask is that when you were 
giving evidence some little time ago you put in a 
little table which I find printed on the last page of 
the eighteenth day’s evidence ? — That may be ; I do 
not know what it is, but very' likely I adopted, 
for the purpose of assisting the Tribunal, the same 
phraseology that was adopted in the Railway 
Accountants’ forms. I do not know; I do not know 
what you are looking at. 

3328. It is a thing called “ W.P.” which I think 
are you initials, Table 3, and it was put in in evi- 
dence by you apparently at the meeting of the 12th 
of October, 1920, of the Rates Advisory Committee, 
before which you gave evidence; and the curious fact 
is that you use in the table both the expressions 
which you have been referring to to-day, including 
“ net income ” ? — It is here, I quite agree. 

3329. Have you got it? — Yes. I do not know why 
the words “ net income ” were used, because the 
heading is “ Net revenue of the companies.” 

3330. I do not know whether the Tribunal has 
these Minutes of Evidence; they are not uninterest- 
ing, I think. Table 3 is on page 48. The heading of 
it is “ Net revenue of the companies for the three 
years 1911, 1912 and 1913,” and then when you come 
to give the detail you put “ Year 1911, net income 
available for debenture interest, dividends, etc,” so 
many million pounds. May I take lit that you were 
using the two expressions as interchangeable there ? — 
Well, I could not tell you without going into the 
figures. It is some time ago, and I have not seen this 
statement now for two or three years. 

3331. I quite understand that. We who have to 
learn from you have to follow closely the language 
you use. If you will look at page 37 you will find 
yourself giving evidence, and you there use an ex- 
pression which is a combination of the two, instead of 
“ net revenue ” o,r “ net income available for dis- 
tribution ” you use am expression “ net revenue 
available for distribution.” Will you look at 
Question 6398; this question is being asked you by 
Sir John Simon, and you say this : “ On the other 
hand, any attempt to value a railway undertaking 
on the basis only Of actual dividend distributions 
would ignore (1) expenditure for the development of 
urban and industrial areias . which have not yet 
fructified; (2) the methods and principles, which vary 
very considerably, adopted by companies in arriving 
at net revenue available for distribution.” Does 
that mean the same thing as net income available for 
distribution and as netrevenue in your Table No. 3, do 
you think P — I really could not tell you what Table 
No. 3 means unless I examine it. If you ask me which 
of the expressions I prefer as showing what is really 
the not result of a year’s operations I would prefer 
the words " net revenue.” 

3332. At any rate, it looks as if even so experienced 
an accountant as Sir William Plender did not regard 



net income and net revenue as different things? — The 
words “ net revenue ” seem to me to express what is 
meant. 

3333. But you seem to have used them as if they 
were almost interchangeable? — It may be that I had 
some regard to what counsel and the Tribunal were 
used to in looking at railway returns. I really do 
not quite know; it is three years ago, and it is im- 
possible to remember the reasons which then 
influenced me. 

3334. For the purpose of the railway companies’ 
calculations you know, no doubt, that they have 
treated net revenue as meaning something quite 
different from net income. They have made a series 
of deductions from the net income in order to arrive 
at the net revenue? — What they have done is to try 
to get at a figure upon which capital is to be 
remunerated. I think that is what it is. 

3335. Whatever their reason, the fact is that they 
are treating net revenue as something quite different 
from net income. You know that, do you not?! — 
Whatever term is used to describe it, in my opinion 
they have arrived at the figures in a proper way. 

3336. But still, I think you could agree with me if 
you tried, that whatever the reasons is, they have in 
fact, as you know, treated net revenue as something 
different from net income? — 'Well, let us assume that 
that is the case. 

3337. In arriving at either net revenue or net 
income — we will use the words you prefer, namely, 
net revenue — it is Hie fact, is it not, that in 1913 the 
companies varied almost infinitely in "the methods 
which they adopted ? — Yes. I have already said that 
the methods varied. 

3338. That is to say, that some — merely to give an 
illustration, you know — make liberal provisions for 
the renewal of permanent way and rolling stock, and 
so on, and large sums have 'been accumulated out of 
revenue, while others do not do so. Some’ keep their 
permanent way and their rolling stock in -a higher 
state of efficiency than others. Soane companies make 
generous appropriations to general reserve fund and 
others make none at alL So that the principles on 
which 1913 accounts were prepared by tbe different 
companies varied extremely? — They varied un- 
doubtedly. 

3339. Therefore, to take as the standard revenue 
the figure shown by tbe companies in 1913 would 
obviously be inequitable, because some oom|pia!nies 
arrived at their figures on quite a different basis from 
others? — I dealt with them in the aggregate. 

3340. I am only asking you whether you agree 
that that is so? — Many companies bad various 
methods. 

3341. Therefore, to take the 1913 figures of the 
companies and lump them together and say that is 
the net revenue must he inequitable because tbe 
methods were all different, ltou are either being too 
generous to some companies or else too parsimonious 
to others? — I think that if you want to get at the 
proper figures of comparison as between the groups in 
order to fix rates, it would not be fair to take the 
aggregate figures as applicable to tbe four. I gave 
the aggregate figures merely to compare them with 
the 1923 charges. You will have to divide these 
into the proper groups in order to get the proper 
Charge which would fall upon the group working. 

3342. I was not dealing with your comparison; I 
was dealing with one of my own. I wanted to' see 
if I rightly apprehended, as tbe result of your view, 
that it would be obviously unfair to take merely tbe 
1913 figure as shown in the accounts as being tbe 
standard revenue of the companies for 1913, because 
you would be either too hard on some companies or 
too generous to others, since they differed very largely 
in the methods on which they arrived at their net 
figures ? — I quite agree that if you were to reopen 
the accounts and recast the revenue accounts of the 
companies on some basis other than what they 
adopted, it would have an effect on every company ; 
that is quite obvious. 

3340. You would have to ascertain what was the 
right basis and calculate the figures' on the uniform 
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basis if you wanted to get a just result? — If you 
wanted to get them all on exactly the same basis, of 
course you must do that. 

3344. At present are the four groups all on a 
uniform basis? — No; you cannot say they are all 
absolutely uniform — not absolutely 7 . 

3345. The companies do vary in practice? — A 
little. 

3346. Are they substantially 7 the same now, or are 
there any differences of method ? — I should think the 
result would be about the same. 

3347. In the four companies? — Yes; in the 1923 
accounts. Although the result may 'be approximately 
the same, the way of getting at that result may vary 
a little. 

3348. Even to-day 7 ; and the variations were much 
larger in 1913? — Yes. They are getting lass and less. 
y 7 ou cannot expect absolute uniformity in these 
matters. 

3349. So much about that. Now I want to ask you 
about a different matter. I am coming now to some 
of y 7 our calculations. You appreciate, Sir William, 
that I have not had the opportunity of checking 
these figures of yours, and, therefore, I am only 7 ask- 
ing for information, without attempting to challenge 
them? — We shall 'be very happy to provide you with 
any details you want, Sir Douglas. 

3350. I am sure you will do that. First of all, you 
are probably familiar with a thing called the Return 
for 1923, published by the Minister of Transport and 
produced by 7 my learned friend, the Solicitor-General, 
in the course of these proceedings. Have y 7 ou that 
before you? — Yes. 

3351. Will you just turn to page 5 : “ Receipts and 
Expenditure in respect of Railway Working”? We 
get first the gross receipts, and then we get the 
expenditure. You will find that there are four head- 
ings : Maintenance and renewal of: Way and Works; 
Rolling Stock, (1) Locomotives, (2) Carriages, and (3) 
Wagons. Those are practically the same as 
Abstracts “ A ” and “ B.”' You gave us certain 
figures. If you look on the left-hand side of the 
page you will find the total for Great Britain for 
the year 1913 under those four headings. Do you 
see some figures in italics; the first of them is 
£11,877,57-8. If I understood your evidence rightly 7 , 
the figure you were giving for 1913 for repairs and 
renewals should be the sum of those four figures, 
should it not? — Yes. 

3352. That is what puzzled ■me a little, because 
the figure you gave me was about £1,000,000 out 
according to these figures ? — The figure I gave you for 
abstracts “A” and “B” was £24,328,000. 

3353. That is it. If you add the four figures 
together we have got there as being “ A ” and “ B,” 
you will find they come to £25,207,000. No doubt 
there is an explanation, but I thought I would like 
to ask you about that? — I will read out the figures. 
Abstract “ A ” relating to the Southern Railway, 
£1,476,555. 

3354. That is for one railway? — Yes. Would y 7 ou 

give me another railway that y 7 ou would Eke me to 
i llustrate ? 

3355. The next- one is the Great Western, and the 
figure should be £2,113,878? — 'Curiously enough, 
that is the exact figure to a pound that I have here. 

3356. Then the next -one is the London, Midland 
and Scottish ?— That is £4,292,738. 

3357. That is right; and the last is the London 
and North Eastern? — £3,460,495. 

3358. That is right, too ? — My 7 total of those items 
is £11,343,666. 

3359. I have not added them up, but the Ministry 
seem to say that their total is £11,807,578, unless 
there is something in one which is not In the other? 
— I think there are some railways in one set of 
figures which are not in the other. 

3360. That might account for it? — In fact, it does 
account for it. 

3361. At any rate, I am right, am I not, that what 
you purported to do in your comparison was to com- 
pare for the same groups the sum of “ A ” and “ B ” 



in 1913 and 1923? — That is right, having added on 
to the 1913 figure the 1124 per cent. 

3362. And the 1124 per cent, is -a figure which y 7 ou 
got from information supplied to y 7 on by somebody 7 ? — 
By 7 several people. 

3363. It is not one for which y 7 ou personally are 
responsible; that is all I mean? — That is so. I took 
it from them, but I took it from them with modera- 
tion ; I told them not to- exaggerate. 

3364. I think you know I am not asking you what 
passed between you; I only 7 want to get the fact that 
it is not a figure for which y 7 ou yourself are respon- 
sible, but that it is derived from information suppHed 
from other people? — Quite right. 

3365. Naturally, whoever is responsible far the 
figure would he the right person to give us details 
as to what the rise in prices has been. That, presum- 
ably, would not he a matter with which y 7 ou are con- 
versant, Sir William. I mean you do not know such 
things as how much rails have gone up ? — I would 
not attempt to take the responsibility of giving that 
information. 

3366. That is what I rather anticipated. Will y 7 ou 
tell me whether you regard those four headings as 
being the only headings under which the railways 
make any provision for depreciation — apart from 
docks land harbours — or repairs and renewals and 
maintenance? — Speaking generally, I think that the 
expenditure would be included in those headings. 

3367. Would there not he other items set aside 
for depreciation, apart from those four? — Not on 
those particular assets. 

3368. You mean there might be on other assets 
which are not included here? — There would be on 
docks and harbours. I do not know what other 
depreciation would go through. 

3369. One other that occurs to me is steamboats? — 
That is not here. 

3370. What of such things as stations and refresh- 
ment rooms and hotels? Would they he in there? — 
I do not know what depreciation there would be there. 

3371. Let us think of the furniture in .a hotel. I 
have heard of its being knocked about sometimes? — 
It is not in there. I took out those figures for the 
purpose that I have already indicated. If you would 
like the figure for hotels and refreshment rooms I am 
sure we shall he only 7 too happy to get it for you. 

3372. I only wanted to know if the figures included 
everything for which depreciation would be normally 
charged, apart from docks and harbours. I gather 
there are other items which you have not included? — 
They 7 are extremely small. 

3373. Steamboats might be pretty big, might they 
not? — I do not think so. 

3374. What do you think? — I am pretty sure, from 
my experience in one of. the great companies, that 
you will find that the depreciation methods that were 
adopted in 1923 were those that existed in 1913. You 
see, none of the little companies had steamers. They 
were all in the hands of the great companies, and they 
were consistently cautious in their policy of charging 
depreciation. 

3375. Let us see. Suppose a steamboat was bought, 
as we are led to believe was done, during the war from 
time to time to replace one that was sunk, the sum 
charged to capital in respect of that steamboat would 
be the cost of it, would it not? — It depends. I do 
not know what particular company it is, or how they 
dealt with it. Some companies might have charged 
it to their depreciation fund. I do not know what 
the detailed method of book-keeping was. 

3376. Some might have charged to depreciation 
fund the book value of the old steamboat and charged 
to capital account the very much larger value of the 
new one? — It is possible; but we are in the realm of 
conjecture now as to what a company might have done. 

3377. It is only because you tempted me by saying 
that it would be a very small amount. Taking steam- 
boats, they have enormously depreciated since the war, 
have they not? — Yes; but y 7 ou do not write off revenue 
account the difference between the cost of construct- 
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ing a steamer in one year and the cost of constructing 
it in another. 

3378. You would keep it in your capital account, 
even if it was worth a great deal less? — You would 
keep it in the capital account and depreciate it pro- 
perly on the cost. The idea of writing assets up and 
down, because of differences in their cost — whether 
they are steamers or anything else — is quite 
ridiculous. 

3379. Writing up, of course, we know is very bad. 
But is it not a very common tiling — I do not know 
as to railway companies, but with other businesses — 
to take the market value or cost, whichever is the 
lower? — You were talking just now of capital expen- 
diture. Now you are speaking of liquid assets. 
There is a great distinction between the two. 

3380. As far as capital assets are concerned — 
steamboats? — That is a capital asset. 

3381. If it depreciated in value, you would not 
write any of that off? — No. You would take the cost 
price ; you would measure its life, and write off the 
cost over that life. 

3382. Even though you knew the actual value of 
the thing had depreciated far beyond that you would 
pay no regard to it? — It would not bel a usual thing 
to charge against revenue. 

3383. And you do not know whether railway com- 
panies have or not. Have you yourself been con- 
sulted by any of these railway companies 'as to getting 
their depreciations account on a proper basis — the 
Great Western, for instance ? — I was consulted by the 
Great Western. 

3384. When you were consulted did you advise 
them as to what provision they were to make in 
bringing their depreciation accounts up to a proper 
figure? — I did go into it. 

3385. Do you remember how much they had to 
set aside? — I cannot remember. 

33S6. There was a substantial sum, was there not? 
—I do not remember. It is some time ago since I 
did it, and I have not referred to the report for a 
long time. 

3387. Do you think you could ascertain for us how 
much they had to add to their depreciation accounts 
on your advice in order to put them right? — You 
must remember that when one makes a report of that 
sort it is a report which is the subject of considerable 
discussion with the engineers and with the 
■accountants and with the Chairman. I might have 
made — probably I did — certain tentative suggestions 
that were to form, the subject of discussion after- 
wards. I do not quite remember now what I did 
suggest. 

3388. I am quite sure you would take every pre- 

caution before you made the suggestions. I am 
asking you whether you could easily ascertain by how 
much you advised they ought to fill up their depre- 
ciation accounts because of the inadequate provision 
which had been made up to that moment? — I want 
to point this out to you 

3389. Could you ascertain the figures? — Would you 
mind my making an observation on that? The 
Great Western Railway might well have — and' in 
fact did, I think — made a suitable provision against 
revenue for several years past ; but there might be a 
deficiency in the fund as a whole spread over the 
expired life of assets. It does not follow, however, 
that in the particular year, 1923 or 1922, they had 
not charged enough against revenue. There might 
be some accumulations which should have been pro- 
vided for by undercharges many years ago. 

3390. That is what I am rather suggesting to you, 
Sir William. Do you remember which year it was 
you reported to them or advised them? — It might 
have been two or three years ago; I am not quite 
sure. 

3391. At any rate, it might well be, might it not, 
that in the year 1922 or 1923, when you advised 
them, they were making adequate provision for de- 
preciation, but in earlier years the provision had been 
inadequate, resulting in the insolvency of the fund? 
— That raises very difficult questions. Let me put it 
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to you in this way. I, as an accountant, may take 
a view which theoretically is right; but before my 
view would* be accepted, or before I should wish any- 
body to accept it, I should say : “ Yon had better 
take the advice of your expert engineers and others; 
and see what they have to say about it.” 

3392. Quite. I gathered that before you gave your 
advice you discussed the matter with the expert 
engineers, and so on,, and found out what was the 
position? — I would not like to say what I did. 

3393. At any rate, are you able to charge your 
memory to the extent of saying that you did advise 
them to' make substantial provision to make up for 
the inadequate depreciation which had been written 
off in previous years? — My recollection is that I told 
them to make further provision in order to cover the 
expired life; hut whether it was substantial or not 
I do not remember, because I have no figures before 
me. 

3394. I have in my hand the report of the annual 
meeting of the Great Western Railway Company on 
February 27th, 1924. It has only been handed to me 
since I began asking these questions. In the speech 
of the Chairman (Lord Churchill) it says : “ You may 
remember that in the accounts for the previous year 
an item of £9,800,000' odd appeared under the head- 
ing of ‘ Compensation under Railways Act, 1921/ 
which amount was by subsequent payments increased 
to a little over ten millions. Under the advice of Sir 
William Plender, that amount has now been allocated 
as regards five millions to depreciation funds.” 
Pausing there for a moment, you must apparently 
have advised them that it was proper to replenish the 
depreciation funds by a sum of £5,000,000 in order 
to put them on a proper basis? — Evidently I advised 
them to add to their depreciation fund tu that extent. 

3396. £5,000,000?— Yes. 

3396. And that, as you point out, would represent 
not inadequate provision in 1922 or 1923, but inade- 
quate provision in previous years which had to be 
made good, or ought to be made good? — Yes; that is 
not an unnatural conclusion. 

3397. Then the speech goes on: “ 2J millions to a 
new account called 1 Reserve for Contingencies/ and 
the remainder ” — that would be another 2J millions 
or more — •“ to meet various liabilities.” So that 
apparently there was £10,000,000 which you thought 
necessary to set aside — about half of it for deprecia- 
tion, and about half of it to meet various liabilities 
and for reserve for contingencies? — I do not think I 
advised putting money to a contingency fund or to 
meet liabilities. I think I dealt merely with the 
question of depreciation. That is my recollection. 

3398. I was just reading you the sentence? — That 
is only my recollection of it. 

3899. “ Under the advice of Sir William Plender, 
■that amount has now been allocated as regards five 
'millions to depreciation funds, 2J millions to a new 
account called ‘ Reserve for Contingencies/ and the 
remainder to meet various liabilities.” That is why 
I thought it was your advice? — I do not say it is not 
my advice, but I do not remember going into details 
as to a contingency fund and meeting liabilities. 

3400. At any rate, I quite understand that if the 
experience of other railways is similar to that of the 
Great Western, it may well be that the provision 
being made for deprecia'tion in these days is very 
much larger than the depreciation' made in pre-war 
years ? It is possible tbat under that one heading 
the depreciation that now is being provided is greater 
than it was in the past. But that is not the con- 
sideration which only yon should take into account. 
You must remember what has been debited also to 
revenue for repairs and renewals, and if you want 
to get the comparison as to the assets being main- 
tained in proper condition for working purposes, you 
■must take the three together. Y r ou cannot take the 
fund only and ignore the other two. 

3401. I suppose in ascertaining by how much it was 
necessary to replenish the depreciation fund— this 
special £5,000,000 that had to be set aside to make 
it up yon took into account the amount to which 
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repairs and' renewals had kept the rolling-stock and 
permanent-way, and so on, in apple-pie order P — It is 
a very difficult problem, and I do not think one goes 
•into details with meticulous care. You assume that 
there has been a proper expenditure charged to 
revenue for upkeep, and in the case of some com- 
panies it is a correct assumption. Then you try to 
find out the working life of an asset, and provide for 
that; but you cannot get beyond those general prin- 
ciples. 

3402. But having taken all the general principles 
into account there Was a £5,000,000 shortage in the 
case of the Great Western ? — That is apparently what 
I thought it was. 

3403. Now a question or two about the reward for 
capital. You say that in your view the price at 
which you could raise capital was not iwhat the 
Statute contemplated as being the remuneration 
which was to be allowed for — at least so I under- 
stood you P — I do not wish — and you will appreciate 
this remark — to be the person to construe an Act of 
Parliament. 

3404. No; 1 should not have asked you if you had 
not volunteered it first? — It seems to me that there 
is a distinction between (a) and ( b ), even to a layman. 

3405. (a) is a fixed sum and ( b ) is a sum which the 
Tribunal has to fix? — That is what occurred to my 
simple mind to be the distinction. 

3406. It does to me too. (6) is to be the sum which 
is necessary to remunerate adequately any additional 
capital which may have been raised or provided. 
The tense is the past tense. Just tell me, is it the 
fact that shareholders who embark their capital in 
a railway company do not expect an immediate or 
full return, because they recognise that they must 
wait for a full remuneration until the investment has 
fructified, which may not take place for several years? 
— I think a shareholder who invested now would 
expect to get a proper return on his purchase money. 

3407. You think he would not? — He would now. 
If you are referring to investors of 50 or 60 years 
ago, I think there were people who had great 
patience. 

3408. I am again referring to a great authority. 
This is true, is it not: “ It is a fair assumption that 
the directors and officials of a company who are 
responsible for expenditure must take long views as 
to the propriety of expenditure, even though some 
time must elapse before a reasonable revenue is 
obtainable. Shareholders who embark their capital 
in a railway company ” — this is speaking of October, 
1920 — “ expect not always an immediate and ample 
return, but that a return will eventually come to 
them' that justifies the waiting period ” ? — It is per- 
fectly true, and, I hope, sensible enough. If the 
whole of the capital which a company has subscribed 
by its shareholders was dealt with in that way they 
would have to exercise extraordinary patience; but 
this expenditure which has not fructified is a small 
part of the whole. 

3409. Have you borne in mind that under this Act 
of Parliament, the standard, so far as 58 (1) (6). is 
concerned, once fixed is permanent? — I am quite 
aware of that. 

3410. So that if you fix *a figure as your standard 
revenue which will immediately produce such a sum 
as will adequately reward this additional capital, 
then when that capital really fructified the share- 
holders would be getting a great deal more than an 
adequate reward. You follow that, do you not? — I 
am not sure that I do. 

3411. Let me try again. Suppose you are invest- 
ing additional capital under 58 (1) (b) — I am not 
troubling about (c) — which will not bring in its full 
return for, let us say, 10 years, and suppose you say 
that 5 per cent,, or any other figure you please, is 
an adequate return for that capital. If you fix such 
a rate for the railway as will give 5 per cent, on that 
capital, then when the capital has fully fructified 
you will be getting really a much larger return than 
5 per cent, upon it, because the additional profit 



which comes when the capital becomes fully 
remunerative goes, as to 80 per cent, at any rate, 
to the railway company in perpetuity? — Possibly. 

3412. If, on the other hand, you take into account, 
in allowing . for an adequate return, the fact that 
shareholders in railway companies are a long-suffering 
race and do not expect to get their money back, 
naturally you would fix the figure which you would 
regard as adequate at a great deal lower than the 
return which the capital may ultimately be expected 
to yield? — I only- want to have it fixed at a reasonable 
rate. If it is not fixed now they wall never get the 
benefit of it, as you know. 

3413. Mr. Locket : While we are on this question 
about fructified capital, Sir William, you, of course, 
are fully conversant with the proceedings before the 
Amalgamation Tribunal. Can you tell us whether 
this question was considered by them in any way in 
the allocation of the proportion of the share capital 
that the amalgamated company have allotted to rail- 
ways which had a large volume of unfructified 
capital ? Was it taken into account at all ? — In nearly 
all cases the schemes which came to us were agreed 
schemes between the companies, and all we had to 
see, where there was an agreed scheme, was whether 
there had been conformity with the Act. We did not 
attempt ourselves, nor did we conceive it to be our 
duty, to question the consideration that was to be 
paid by one undertaking to another, or how it was 
to be paid for. 

President : Did you hear that, Sir Douglas ? 

Sir Douglas Hogg : No, I did not. 

Witness : Mr. Locket was asking me a question as 
to whether, in the railway amalgamation cases, we 
took into account the question of unfructified capital. 
My answer was, “ No.” We found to our comfort, 
I am glad to say, that nearly all the schemes that 
came before us were agreed schemes, and where there 
were agreed schemes we never questioned the amount 
of the consideration, or how that consideration was 
to be paid for. There. were a few cases where agree- 
ment had not taken place; but even that was not a 
question of fructification of capital. 

3414. Sir Douglas Eogg : That rather confirms my 
own impression that it had not been gone into closely. 
Now you gave us the price at which Colonial stock — 
I think you gave New South Wales— was being issued, 
.and the prices at which large industrial concerns were 
issuing capital. Railway capital now of course would 
come before the public with the 1921 Act as a security 
behind it, would it not? — .Certainly. 

3415. And that of course would tend to appreciate 
its value, and therefore to diminish the return for 
which the investor would ask? — I doubt it very much. 

3416. Ought it not to do so? — No. Notwithstand- 
ing the Act of 1921, the railway companies still remain 
very vulnerable as regards the maintenance of their 
revenue. If there is a strike — not merely on their 
own systems, but among miners or iron workers or 
cotton operatives, or anybody else — the railways feel 
the effect of that at once. And that applies to poli- 
tical considerations and the fear of nationalisation, 
which is not absent even from the minds of railway 
shareholders. All these things tend to have an effect 
on the view they take as to the propriety of invest- 
ing further in railway securities. 

3417. You mean the political programme of one of 
the great Parties tends so to increase the risk to 
capital as to increase the demand which the investor 
makes for a return; is that it? — No. I simply men- 
tioned the question, of politics to show that railway 
investments were very. vulnerable and would affect the 
view which an investor might take as to putting in 
further moneys. 

3418. In other words, a man investing in railways 
would want some larger return for his capital because 
of the fears induced by the political programme of 
one of the great Parties? — I would not say what effect 
it had on his mind. I would only like to say that he 
takes that into account before he invests. How that 
fact might be regarded by him I do not know. 

3419. You introduced him, you see. I was asking 
a question about the return which he would expect. 
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Do you say that it would tend to increase or reduce 
the return which he would desire? — I think if there 
is any risk in the investment, the investor wishes to 
be paid for that risk by having a slightly higher 
return; that is what he would like. 

3420. I do not think I stated it so very wrongly — 
that the political programme of one of the parties 
tends to increase the risk and thereby to increase the 
return on capital? — It would not have that effect on 
my mind, but it might have that effect on other 
people’s minds. 

3421. It would depend upon how seriously they 
regarded the prospects of that political party doing 
what they said? — Yes. 

3422. You, I gather, have not gone at all, have 
you, into the figures of the free reserves at different 
dates : so as to see when it was that the big increase 
incurred which is reflected in the 1923 figures? — No, 
I have not, as a matter of fact, gone into the detail 
of that. I know what they were at the end of 1923, 
of course, because that is shown in Mr. Quirey’s 
evidence. But it is the fact that between 1013 and 
1921 the expenditure which was made on capital 
account was not made entirely out of the free 
reserves. They had to go to the earmarked reserves 
to get money, and then when the compensation was 
received by the Government those moneys helped to 
restore what had been temporarily taken from ear- 
marked or dedicated reserves. 

3423. You say they had to go to those reserves. 
That means only this, does it not, that they had not 
kept the reserves, and the free moneys which they 
have, separate in any way so that you could identify 
which money it is that is being spent? — No, you 
cannot identify it. 

3424. All you can say is that there is enough, or is 
not enough, free reserve to counterbalance the amount 
that has been spent? — You cannot identify any 7 
specific investment against a specific fund unless it 
is a case where there is a statutory provision, and the 
company has to do it. 

3426. Then as to Section 68 (1) ( c ) you yourself 
say — and I can quite understand it — that it is not a 
matter on which you have expert knowledge to say 
which is the right formula, or indeed whether any 
formula is right? — That is so. 

3426. That is a matter you leave to other people to 
deal with? — I only say that consideration must be 
given to it, because that is laid down in the Act. 

3427. Because the Statute says so. On that we do 
not need your evidence. I only wanted to know that 
it was not a matter you had dealt with in your 
evidence. You might just tell we this, going back a 
little. You gave the figure at which Colonial stock 
was 'being raised, and so on. Have you looked at all 
to see at what rate in underwriting money has been 
raised by the railways in the last two years, since 
the amalgamation? — No; I have not looked at that 
at all. 

2428. Because that might be even a more valuable 
indication of what they would have to pay than 
what some other class of security would have to pay? 
■ — No, I do not think it would. I am looking at what 
the companies would have to pay now, and I cannot 
conceive that the directors of these companies would 
wish to make an issue of stock without ensuring the 
subscription of it by underwriting. 

3429. I was just wondering whether you had ascer- 
tained what had taken place since amalgamation? — 
No; I have oi^ly seen particulars of what has been 
issued in Mr. Quirey’s proof of evidence. 

3430. And that unfortunately .does not give us any 
dates, so that it does not help? — I am sure the com- 
panies would be very glad to furnish you with any 
detail you wanted on that. 

Lord Advocate : I have just undertaken to give 
that to Sir Douglas. 

3431. ./Sir Douglas Hogg : It is suggested to me that 
you could give us evidence as to what was the life 
of rolling stock in 1913 and io-dav, for the purposes 
of depreciation. Is that a matter which you have gone 
into ? — I should hesitate to do that. 



3432. Perhaps it would be rather a matter for the 
General 'Manager? — It is more within Iris province 
than mine — or the Chief Engineer. 

3433. At any rate, some witness other than your- 
self? — Yes. 

3434. Mr. Locket : I am not quite certain whether 
I understood an answer that you gave to Sir Douglas 
Hogg with regard to tile depreciation of typical 
assets. I think you were dealing with a steam- 
ship at the time, and as I understood it, you sug- 
gested that the right method would be to take the 
life of the steamship and write off sufficient to replace 
the capital expenditure on that steamship originally, 
at the expiration of that life, irrespective of the cost 
of renewal? — It would be assumed, in fixing the term 
of life, that the amount which was expended on re- 
newals kept it in good working order. It is really 
a provision of obsolescence. 

3435. Precisely; a time comes when it is no longe’ 7 
worth while to repair, and then you write it off out 
of your depreciation fund ? — Yes. 

3436. And write off the original value? — And write 
off the original value, less anything which it might 
have produced on sale. 

3437. And then you replace that steamship? — Yes. 

3438. Possibly during the 30 or 40 years that it 
has been running, the cost has gone up, say, 50 per 
cent. ? — Yes. 

3439. The difference between the amount that you 
have in the depreciation fund to the credit of that 
steamship, and the new one, would have to come out 
of capital? — No; what would happen would be this, 
I think, that you would have your accumulations in 
the depreciation fund, what you had been writing off 
every year, and you would have the proceeds of the 
steamer when sold. The two together might fall 
short, by say £5,000, of what the cost would be, and 
you would write that off. 

3440. Of the original .cost? — Yes. You would write 
that off. What you would put to capital would be 
the cost of the new steamer. 

3441. The cost of the new steamer? — Yes; or some 
companies, if they had a large depreciation fund 
which was available, might charge something off that ; 
they might only put to capital account the cost of 
the old boat, and charge the cost of tlie new steamer 
to the depreciation fund, on the ground that it was 
still only a steamer and wonld still only earn 
(probably) the old traffic. It might bo one or the 
other ; but the least that they would do would he the 
first illustration that I have given. 

3442. That was taken as an illustration. Woukl 
you extend that principle to all the assets of a rail- 
way companj 7 in due proportion? — Well, it is a long 
way to go to extend that to every asset, but that is 
what the companies no doubt would regard as a 
-course of perfection. I would not like to say that 
every company is doing that, or that every company 
is capable of doing that; but they are getting towards 
that point gradually. 

3443. Has not that some bearing upon the figure 
of 1125 per cent, which has been given to you for the 
purpose of bringing up the cost of renewals and de- 
preciation, as compared with 1913? — No, I think not. 
My object in introducing those figures was merely to 
let the Tribunal see the result of the calculation of 
the charges made to revenue in 1913, plus the 112! 
per cent., which is intended to cover the extra wages 
and cost of material, as compared with the 1923 
figures. In other words, it was to show you what 
the effect of the comparison was ; namely, that 1923 
had not been burdened by too heavy a charge as com- 
pared with 1913. 

3444. Is not that exactly the opposite of the method 
which you instanced with regard to the steamship, 
that you are not writing off the original value of the 
steamship, but you are replacing it at the current 
cost? The depreciation provided in 1913 was based 
on the capital value, or the capital cost in the early 
days of the railway. The life of a good many of those 
assets is still continuing. When you suggest that 
1121 per cent, should he added to the cost of renewals 
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and depreciation, .aire you not saddling the railway 
with the cost of renewals of everything, and not 
merely dealing with it in the way of depreciation, as 
you suggest it should he done in the case of a steam- 
ship? — No; all that I am doing is to try to bring 
the 1913 charges to revenue, for the purpose of com- 
parison, on to a level with the 1923 charges ; that is 
to say, supposing that I have spent £10 on a pai- 
ticular article in 1913 and charged it to revenue, 
that would be equal to £2Q 10s. in 1923, and, there- 
fore, the charge against revenue is in effect the same. 
That is all that I was seeking to prove. 

3445. Take, for example, a warehouse, that cost 
£100,000. I do not know what depreciation would 
be put upon that, but suppose that it was 5 per cent, 
which was put upon it, and the life was given as 20 
years — 15 or 16 years I suppose it would be, really — 
at £5,000 a year. Is it quite fair to put 112f per 
cent, on to that £5,000, seeing that that warehouse 
was built, say, in 1912? — I think it is quite fair, 
because you must take the three things together to 
see what is the revenue charge. If you make pro- 
vision for depreciation, that- is only in anticipation 
of something which you may have to spend. 

3446. Going back to your case of the steamship, the 
correct method would be not to apply depreciation 
on the original value of the steamship, hut on the 
cost of replacing it, which is a cost that would vary 
from time to time? — But how T could anybody tell this 
year what it would cost to replace a steamer to be 
bought 10, 15 or 20 years hence? 

3447. — Precisely. — All you can do from a practical 
point of view is to take it on the cost price, because 
‘building may vary year by year. With a cost price 
you have something which is fixed and something 
which you know. 

3448. Mr. Jepson : I should like to ask you one or 
two questions with regard to free reserves, and the 
questions are promoted by what has cropped up in 
connection with the evidence which has already been 
given. When I say “free reserves,” I mean the 
internal reserves of the company that they can use 
for capital purposes, some being earmarked and some 
being quite free. While those reserves remained un- 
touched, they were revenue-earning; that is to say, 
they were either earning interest on deposit, or 
interest on investments, and they were brought into 
the net revenue account? — Yes. 

3449. And they would have swelled the net revenue 
for the year? — Yes, that is so. 

3450. To the advantage of the railway company, 
when you are taking 1913? — •Certainly. 

3451. A doubt has been expressed as to whether the 
traders ought to be entitled, or the railway companies 
ought to be entitled, to those amounts being added 
to the net revenue account. I should like your views 



■upon that as the first point. Then the second point 
was this : If, as has been proved, the railway com- 
panies since 1913 have used a large amount of these 
internal reserves on capital account, and therefore 
prevented them to that extent from being directly 
revenue-producing in the way of interest, or money 
on investment (although they may be revenue-earning 
so far as the money has been expended for increasing 
the facilities of the railway), can it be said that the 
railway was not enhanced in value by reason of those 
amounts being taken out of the position of being able 
to earn revenue on deposit, or dividends on invest! 
merits, and simply spent in additional accommodation 
provided by the railway company, of course, ultimately 
to bring in revenue? — I rather hesitated to express 
.any opinion as to the meaning of the word “ enhance- 
ment ” ; but I cannot conceive that the directors — 
who, after all, though not infallible, are very capable 
men of business, and are advised by most experienced 
experts — would sell an investment and put the pro- 
ceeds into new works, unless they were quite satisfied 
that that act would enhance the value of the under- 
taking. 

3452. And although temporarily the remuneration 
from that capital expenditure out of free reserves 
might not bring into the undertaking as much as the 
money was earning when it was invested on deposit, 
you would not think that that would be an argument 
for saying that the value of the undertaking was not 
enhanced? — I should not, speaking as a layman. 

3453. I am asking you as an accountant? — On the 
contrary, 1 should imagine that it would enhance the 
value of the undertaking. 

3454. Do you think that it was right to bring in 
the interest on these free reserves into the net 
revenue, or should it be dealt with in some other 
way; as (for instance) supposing that there was a 
depreciation account on wagons and locomotives, 
instead of that interest coming into the balance 
sheet, it should still remain in that account to in- 
crease that depreciation account? — I think as the 
investments were held by the company, it would have 
been quite fair and reasonable, in their statement of 
the case, if they had left them out of revenue and 
had added the interest to the fund,, because that 
happened in practice. But I do think it is a question 
which ought not to be ignored, tlhat the existence of 
the investments of free reserves is benefiting the 
position on account of the interest being brought in; 
whereas had the directors divided it, or partly 
divided it, as bonus or larger dividends, there would 
not have been the investments there to, have produced 
the dividends. But as the investments exist I do 
not see very well how the income of them could have 
been left out. 



(Adjourned till Wednesday, June 4 th, at 10.30 a.m.). 



Erratum. 

Page 54, column 1, 12th line from bottom; after “Company’s” insert “warehouse, or any buildings 
where they store.” " 
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APPENDIX. “ J.Q. 5.” 

See page 155. 

Railways Act, 1921 ( Section 58 ) — Standard Revenue. 



Statement of Amount Received for New Capital raised since 1st January, 1913 (excluding Stocks 

ISSUED IN EXCHANGE FOR STOCKS OF OTHER UNDERTAKINGS WHERE THE EXPENDITURE IS NOT INCLUDED 

. in Claims under Section 58 (1) (a) and 58 (1) (b) ). 



— 


L. & N.E. 


L.M. & S. 


Great 

Western. 


Southern 

Railway. 


Total. 


Loans and Debenture Stocks 
Guaranteed and Preference Stocks . 
Ordinary Stocks 


£ 

1,543,847 

1,234,877 

1,622,729 


£ 

1,154,228 

4,253,106 

97,255 


£ 

754,664 

3,431,738“ 

1,116,056 


£ 

751,380 

2,093,490 

116,150 


£ 

4,204,119 
11,013,211 
2,952 1 90 


Less — Loans paid off 


4,401,453 


5,504,589 

147,280 


5,302,458 

3,843 


2,961,020 

1,500 


18,169,520 

152,623 




£4,401,453 


£5,357,309 


£5,298,615 


£2,959,520 


£18,016,897 



* Includes £2,891,934 Swansea Harbour Transfer. 
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